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THE OLD GENERATION OF ECONOMISTS 
AND THE NEW.* 


On accepting the invitation with which the new Cam- 
bridge Economic Club has honored me to address its first 
meeting, it seemed that, perhaps, my most appropriate sub- 
ject would be the relation in which the work of the older 
generation of economists, which is drawing near the close 
of its activity, stands to the work which appears to lie 
before that coming generation, to which most of the mem- 
bers of the club belong. I propose therefore to lay 
before you some estimate of the preparation which has 
been made by the nineteenth century and the old genera- 
tion of economists for the new generation of economists 
and the twentieth century. The estimate must be frag- 
mentary and incomplete. The subject is large, and its 
treatment to-night must suffer from the shortness of the 
time at our disposal; but it will suffer yet more sorely 
from the limitations imposed by my own subjectivity. 
For it is never more difficult to free one’s self from the 
shackles imposed by one’s own bias than when endeavor- 
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ing to take a survey of the present and to forecast the 
future. 
Economic science as I first knew it, just thirty years 
ago, was more confident than now: partly because it was 
» less active. Its general propositions and general princi- 
ples were bold and peremptory: at all events so long as 
they kept on this side of the water. Some of them flour- 
ished elsewhere, especially in France. But most of them 
were bad sailors; and, if they were met with in other 
lands, they generally had a languishing air as though they 
had not recovered from sea-sickness. And even in Eng- 
land they were becoming less robust. Their decadence 
was no doubt hastened by academic criticisms, the ulti- 
mate source of which was to be sought in the new German 
school of history. But, probably, these criticisms had less 
influence than the rapid changes which were taking place 
throughout the whole Western World in the economic 
structure of society, and in the tone and temper of political 
thought: while, so far as England herself was concerned, 
the experiences of administrators and business men in 
Asia and Africa as well as in America had long been 
suggesting broader views of the action of economic and 
other social forces. It is consistent with the general his- 
tory of English thought and action to believe that Eng- 
lishmen were more influenced by their own experiences 
than by the scientific studies of foreigners. 

These experiences bore fruit early in the writings of 
Richard Jones. It is noticeable that he was addressing In- 
dian cadets when he said in 1833, “ We must get compre- 
hensive views of facts, that we may arrive at principles that 
are truly comprehensive. If we take a different method, 
if we snatch at general principles, and content ourselves 
with confined observations, two things will happen to us. 
First, what we shall call general principles, will be found 
to have no generality; we shall set out with declar- 
ing propositions to be universally true which, at every 
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step of our further progress we shall be obliged to confess 
are frequently false; and secondly we shall miss a mass 
of useful knowledge, which those who advance to princi- 
ples by a comprehensive observation of facts, necessarily 
meet with on their road.” Richard Jones had not fully 
grasped the modern distinction between generality of doc- 
trines, or dogmas, and generality of analytical conceptions 
and ideas; and his own position has its defects. But he 
said just what was wanted at the time: and his influence, 
though little heard of in the outer world, largely domi- 
nated the minds of those Englishmen who came to the 
serious study of economics after his works had been pub- 
lished by Dr. Whewell in 1859. 

Thus general economic principles had to justify their 
existence before a court which no longer had any bias in 
their favor, and perhaps had some little bias against them. 
Consequently they became less dictatorial, and more will- 
ing to admit their own limitations. Never again will a 
Mrs. Trimmer, a Mrs. Marcet, or a Miss Martineau earn 
a goodly reputation by throwing them into the form of 
a catechism or of simple tales, by aid of which any intelli- 
gent governess might make clear to the children nestling 
around her where lies economic truth, and might send 
them forth ready to instruct statesmen and merchants 
how to choose the right path in economic policy, and to 
avoid the wrong. It is now patent even to those who are 
in a hurry, that no practical problems can be settled off- 
hand by appeal to general doctrines; for the things of 
which account must be taken are so diverse, and our 
knowledge of many of them is so slight, that they yield 
no firm hold for formal proof. Much must be taken on 
conjecture; much must be decided by common sense 
rather than by reasoning on strictly logical lines. 

Thus [the growing perfection of scientific machinery 
in economics, so far from lessening the responsibilities 
of common sense increases those responsibilities: for it 
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widens and deepens the issues with which the economist 
has to deal, and for the ultimate decision of which he 
must, after all, rely mainly on his practical instincts. 
And on the other hand the retiring disposition of genera 
principles and general propositions has been accompanied 
not by a diminution but by an increase of their real 
authority. They no longer wield the big battle-axe and 
sound the loud war cry like a Cour de Lion; they keep 
in the background like a modern general: but they con- 
trol larger forces than before. They exert a more far- 
reaching and more powerful influence on ideas: and ideas 
fashion the course of the world ever more and more. 

For indeed the progress of knowledge in economics as 
elsewhere has shown that nature’s facts are more diverse 
and more complex than used to be thought; and hence 
some have inferred that the more we know of the funda- 
mental forces of economic and social life the more diverse 
will they appear. But to reason thus is to ignore the 
experiences of physical science which have gone over the 
same ground a little ahead of social science. Physical 
science has learnt that an increasing knowledge of the 
variety and complexity of the phenomena of nature has 
often been accompanied by a diminution in the number 
of principles required to explain them. It has learnt that 
a few simple causes can produce an endless variety of 
results; and that a small variation in the strength of any 
one of the forces, or in its method of combination with 
others, may change the result beyond recognition. The 
discovery of intimate true affinities between things which 
appear wholly different to the hasty observer has long been 
recognized as one of the chief tasks of physical science. 

Hence it follows that we cannot predict results from a 
mere knowledge of fundamental forces, without making a 
full investigation of the particular circumstances under 
which they act: a small change in those circumstances 
may alter the action of the fundamental forces almost 
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beyond recognition. And hence it follows also that 
increased knowledge of these forces is more likely to 
stimulate than to check the study of particular facts. 
And this is what has actually occurred. Newton’s law 
of gravitation stimulated the work of astronomical observ- 
atories. Darwin’s development of the laws of struggle 
and survival gave perhaps a greater impetus to the careful 
and exact study of particular facts than any other event 
that has ever occurred. Nor is this all. For when simple 
and elementary principles have already a fairly strong | 
hold in any body of knowledge, every new fact has a 
greater opportunity of suggestiveness than before the 
knowledge was organized. Réntgen’s rays are all the 
more stimulating to thought and to further observation, 
because of their tendency to modify general principles 
that have already won their spurs. 

As the nineteenth century has worn on, there has been 
a growing readiness among economists, as among students 
of physical science, to recognize that the infinite variety 
and complexity of nature’s forms is compatible with a 
marvellous latent simplicity of her governing principles. 
The pursuit of particulars has become ever more eager; 
but what little tendency there once was to dissociate it 
from the study of general principles has now almost died 
away. It is now generally recognized that every infer- 
ence from one set of facts to another, whether it be per- 
formed by instinctive or by formal reasoning, involves 
not one process but two. It involves a passage upwards 
from particulars to general propositions and ideas; and a 
passage downwards from them to other particulars. We 
can seldom infer particulars from other particulars with- 
out passing through generals, however simple be the sub- 
ject-matter of our study; and we can never do so in the 
complex problems of social life. 

Parallel with this advance is an increase in our skill in 
interpreting the partial thoughts of economists of earlier 
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times, and distilling from them ideas fraught with instruc- 
tion for ourselves. We have learnt that most of them 
were true seers, with careful habits of observation; and 
that what they meant to say was for the greater part true 
within its limits; but yet that what they said does not 
always fully suggest to us what was in their own minds 
until we have supplied the latent premises which they 
instinctively took for granted. We no longer look to 
them for quite the same sort of instruction as before; but 
that which we now seek, we are getting from them. 


A further advance is the recognition that in ecopomics 
we deal with the whole of man’s nature, though we lay 


no 





chief stress on certain special aspects of it. From this it 


follows that in so far as we base ourselves upon the his- 


tory of past times at all, it must be history as a whole. 
We need more than economic history, more than a history 
of economic institutions and customs, wages and prices, of 
trade and finance: we want a history of man himself, 
and economic history as contributing to that. To take one 
instance: the history of Socialism has great value, but not 
of the kind which is commonly ascribed to it. It is of 
little service as a record of particular events from which 
specific inferences can be drawn to modern problems. 
For the socialistic problems of to-day are quite different 
from those of earlier times: the forces of reform and of 
resistance to change, the relations between different trades 
and classes in the same nation and the economic relations 
between nations are all different. The substance of the 
problem of social reform has changed, the machinery with 
which it has to be handled has wholly changed; and the 
success or failure of one particular social experiment long 
ago is not likely to throw a very strong special light on 
any experiment that may be tried now. But every such 
experiment in the past throws light upon human nature. 
And the history of such experiments throws light on the 
dynamics as well as on the statics of human nature: it 
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tends to show not only what human nature was at any 
time, but also how it has developed. It offers us there- 
fore indispensable aid towards estimating the direction 
and the rate of growth of human nature in the future, and 
specially of that side of human nature which it is most im- 
portant for us to understand, when considering daring 
modern schemes for social reform. 

Social science or the reasoned history of man, for the 
two things are the same, is working its way towards a 
fundamental unity; just as is being done by physical 
science, or which is the same thing, by the reasoned. his- 
tory of natural phenomena. Physical science is seeking 
her hidden unity in the forces that govern molecular 
movement: social science is seeking her unity in the 
forces of human character. To that all history tends; 
from that proceeds all prediction, all guidance for the 
future. ; 

It is not for us to complain that the name of history has 
been sometimes usurped by what is but a fragment of his- 
tory. Out of that tangled complex which constitutes the 
history of man, a few prominent threads have been se- 
lected and traced out: and much progress has been made 
towards the correlation of political institutions, and politi- 
cal events. The political branch of history has advanced 
far ahead of all other branches, because it is important on 
its own account; because it is definite, picturesque, of gen- 
eral interest, and richly supplied with records specially 
belonging to it. It throws also incidentally a bright light 
on the development of human nature; and in this way, as 
well as through the particular events which it records, it 
affords great help in tracing the thread of economic his- 
tory. So great progress has political history made during 
the nineteenth century, that for this cause alone the econo- 
mists of the twentieth century will have a much greater 
command over their work than had the “ classical” econo- 
mists. And they will owe a great debt also to ideas that 
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have done good service for physical science, and are being 
adapted to some limited and partial aspects of social 
science. 

We should be drawn too far into technical subtleties, if 
we were to examine minutely changes in the methods of 
thought and expression which have been introduced into 
economics from contact with the various branches of phy- 
sical science. But it may be said briefly that the latter 
half of the nineteenth century has thoroughly overhauled 
the doctrines of the earlier economists as to tendencies ; 
and while pruning away much, has set the remainder in 
order and established them on a firm scientific basis. It 
has shown, what was perhaps not fully recognized by the 
older economists themselves, that in their predilection for 
a study of tendencies, they were really working to obtain 
just that mastery of knowledge which has laid the founda- 
tion of the successive triumphs of physical science. For, 
when studying particular facts with the purpose of infer- 
ring tendencies, they were conforming to the great canon 
already noticed that in passing from particulars to par- 
ticulars we must go not directly but by way of generals; 
and also to a second great canon, that the main impor- 
tance of the particular facts of nature lies in the light 
which they throw upon the processes of nature; or in 
other words that from what is we have to learn what is 
becoming ; from das Sein we have to learn das Werden. 

And, in the latter half of the century, economists have 
gone one step further and come more into line with 
physical science by borrowing from it some of those terse 
and powerful phrases by which it has been long able to 
describe and explain nature’s tendencies more easily and 
more precisely than is possible in ordinary language. 
They are facing the fact that at the basis of nearly all 
modern knowledge there lies a study of tendencies, in the 
form more or less disguised of a study of the relations 
between the infinitesimal variations of different things. 
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This is what the shrewd ordinary man does, though he 
may not know it, any more perhaps than he knows that he 
is talking prose. The man of science does it, and knows 
that he does it: though before he addresses a popular 
audience he may fitly wrap up what he has done in 
language that is less terse and clear, but more familiar. 

This work of the new methods is far from finished: 
much remains for your generation to do. But the start 
has been made; and it will be no hindrance to you, but 
rather some assistance, that many still look with suspicion 
on the movement. Their criticisms will help you to be 
careful not to outrun your positive knowledge and ob- 
servation, and not to forget the differences in character 
between the facts and the forces of the physical world and 
those of the moral world. 


To pass then to a rather less technical aspect of analy- 
sis: —Speaking generally, the nineteenth century has - 
in great measure achieved qualitative analysis in econom- 
ics; but it has not gone farther. It has felt the neces- 
sity for quantitative analysis, and has made some rough pre- 
liminary surveys of the way in which it is to be achieved: 
but the achievement itself stands over for you. “ Qualita- 
tive” and “quantitative analysis” are terms borrowed 
from chemistry—a science which deals with things as 
they are, and not with their growth;.and therefore the 
terms are not exactly what we want. But they must 
serve. Qualitative analysis tells the iron-master that 
there is some sulphur in his ore, but it does not enable 
him to decide whether it is worth while to smelt the ore at 
all, and, if it is, then by what process. For that purpose 
he needs quantitative analysis, which will tell him how 
much sulphur there is in the ore. And so it is also in eco- 
nomics. Every event has many effects; some work good, 
others evil. Some are permanent, others will quickly pass 
away. Some affect many, others only a few. Some grow 
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cumulatively, others invite a reaction. Mere qualitative 
analysis, then, will not show the resultant drift of eco- 
nomic forces. It may show gain here and loss there; but 
it will not show whether the gain is sufficient to over- 
balance the loss; whether the gain should be pursued in 
spite of the loss. And yet,for the purposes of practical 
action, this decision must be made. It is useless to say 
that various gains and losses are incommensurable, and 
cannot be weighed against one another. For they must 
be, and in fact they are, weighed against one another 
before any deliberate decision is or can be reached on any 
issue. 

Of course the laws of duty impose boundaries that are 
not to be passed: just as at chess when a king is already 
at the right-hand end of the board he cannot move to the 
‘right. But the fact that the laws of chess rule some 
moves out altogether, does not prevent chess from consist- 
ing mainly of a balancing of the advantages of one 
programme of legitimate moves against another, and 
often weighing the value of a piece against that of an im- 
proved position. A piece and a position are logically 
quite heterogeneous; but he would be no chess-player at 
all who could not weigh the one against the other. And, 
though there are some things which no statesman may do, 
no economist may recommend, yet the action of the states- 
man and the advice of the economist must be based upon 
as exact an estimate as may be got of the relative import- 


“( ance of different sets of advantages, each made up of many 


ings that are logically heterogeneous. 

Here a distinction must be made between the relative 
weights which people do in fact assign to the various 
things which concern their physical, their mental and 
their moral well-being, and the relative weights which, as 
philosophers and moralists, we may think they ought to 
assign to those ngs ia instincts and philosophy 
are the supreme authority in deciding what aims are fit to 
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be pursued. But in studying the facts of the past and in 
devising schemes for the future our first concern is with 
the things that people have wished and do wish for; and 
at a later stage we may consider what things they probably 
can be induced to wish for in the future. No doubt 
their weighing is often foolish and shortsighted, some- 
times ignoble and even wicked. Philosophers as we may 
strive to be, we surely afford no exception to this rule. 
We may wish that the ways of all were different; we may 
exhort ourselves and others to better ways: but we have 
to study mankind as they are. We must not picture to 
ourselves an unreal world as it might, or ought to be; and 
make schemes for it. That way lies social madness, lead- 
ing to a failure of hot aspirations and thence to cold 
reaction. Our first duty as economists is to make a 
reasoned catalogue of the world as it is; and never to 
allow our estimates as to what forces will prove the , 
strongest in any social contingency to be biassed by our . 
opinion as to what forms ought to prove the a) 
A chief part of the work which lies before the economis 

of the twentieth century is to make that estimate—not — 
well, for that is impossible, but— somewhat less badly 
than it has been made hitherto. 

The older economists were really driving at quantita- 
tive analysis, when they took it as their special duty to 
make things stand out in true perspective, in true propor- 
tion. They set themselves to lay stress on “that which 
is not seen” because it is remote or obscure, in opposition 
to the popular tendency to care chiefly for “that which is 
seen,” because a bright light happens to fall on it, because 
it is simple and near at hand: and they set themselves to 
defend the interests of the silent and patient many against 
the claims of the pushing and clamorous few. For indeed, 
as Fortrey said more than two centuries ago, “ Private 
advantages are often impediments of public profit; for, in 
what a single person shall be a loser, there endeavours 
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will be made to hinder the public gain; from whence 
proceeds the ill success that commonly attends the 
endeavours for public good: for commonly it is but 
coldly prosecuted, because the benefit may possibly be 
something remote from them that promote it, but the 
mischief known and certain to them that oppose it; and 
interest more than reason commonly sways most men’s 
affections.” The pushing and clamorous few in an 
economic controversy are often a group of producers who 
can put their case well, and who show great energy and 
resource in making themselves heard. Hence has arisen 
the tradition that the economist is generally on the side 
of the consumer as against the producer: he aims at 
protecting the unvocal many, who consume the products 
of a particular trade, against the vocal few who speak on 
behalf of the trade. 

A good instance of the difficulty of getting your 
quantities right is found in the inverse claim which is 
sometimes put forward nowadays that the interests of 
consumers are really less important than those of pro- 
ducers; because the producers are many and the con- 
sumers few; the terms consumer and producer being 
taken again in a forced sense; but in a different one from 
that of the old. Of course every one is a consumer, and 
every one is a producer (or the dependent of a producer); 
for income can only be derived from labor that takes part 
in production, or from the ownership of something that 
takes part in production. But when the consumers are 
said to be few and the producers many, the consumers are 
taken to be those whose incomes enable them to consume 
largely; and the producers are generally taken to be 
those who work for a wage. The claim so interpreted 
is one which the economist must treat seriously and 
sympathetically. An instance is offered by the story, 
which seems to be not entirely without some basis in fact, 
of the vendor of Oriental tapestry, who excused the high 
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price which he asked for it by the assertion that the stitch 
was so fine that ten people had lost their eyesight, and 
many more had been seriously injured, by working on that 
single piece. The whim or the artistic lust of the rich 
consumer had outweighed the welfare of the producers in 
this instance, and other instances nearer home might be 
obtained from some trades in which the hours of labor are 
excessive or its conditions unwholesome. Such instances 
of social discord are facts which the economist must 
admit: they are the result of natural laws which it is 
his business to help to counteract. 

But they are exceptional instances; and I believe that 
the statement that the interests of workingmen are those 
of producers rather than those of consumers is very 
seldom true even in the limited and artificial sense in 
which the words are used. The question is one of 
relative quantities; and it is misconceived partly because 
people do not know the right directions in which to look 
for their quantities. 

For instance, when workingmen think of themselves as 
consumers, they seldom look in the right directions. 
They know that they are consumers of food and clothing. 
But they do not think of themselves as consumers of such 
things as iron. They look upon the price of iron as the 
concern mainly of railway and ship companies, and other 
capitalists who purchase it. But, in fact, a low price of 
iron is at least as great a benefit to the workingman 
as to any one else. It is a chief cause of the increase 
of that purchasing power of his wages which results 
from the fall in the prices of his food and clothing, while 
the price of his labor has been maintained. Everyone 
is apt to take as a matter of course the great benefits 
which economic progress brings him, and to regard any 
slight injury that results from it as an unendurable 
grievance; and thus to see things in a wrong proportion. 
But progress is not a matter of course: it is the result 
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of effort. If there had been no improvement in steam- 
engines and the manufacture of iron during the last fifty 
years, the purchasing power of Englishmen’s wages would 
be much less than it is now: I do not know how much 
less; but I guess thirty or forty per cent less. Some of 
the quantities in the problem must always remain more 
or less conjectural; but others could be taken with toler- 
able certainty. 

Such work as this belongs to the academic economist. 
For he has no class or personal interests to make him 
afraid of any conclusion which the figures, when care- 
fully interpreted, may indicate; he accepts the premises 
of the working classes that the well being of the many is 
more important than that of the few. He is specially 
trained to detect the falsity of the mirage which is caused 
by the fact that the comfort of the few rich sometimes has 
a higher bidding power in the market than more urgent 
needs of many poor, and will outbid them in the market. 
Being thus fortified by the consciousness of his own 
rectitude, the economist, in the coming generation even 
more than in the past, must dare when occasion arises 
to oppose the multitude for their own good. He must 
for instance analyse the methods which people are tempted 
to take for securing a high minimum wage, falsely called 
a living wage, in a particular trade; and must show which 
of them will have indirect effects that will cause to work- 
ingmen as a whole a loss greater than the benefit. 

Cries for a living wage have the shouts of the market- 
place on its side just now: they are raised by dockers and 
coal miners; by cotton spinners and glass blowers, and by 
capitalist booksellers. They appear to strengthen one 
another; because ordinary people do not see that the 
means most commonly advocated are such as, if generally 
pursued, would impoverish all. It is true that a great and 
important principle lies at the root of this movement for 
a living wage. Economists have fought for it in the past, 
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and your successors may need to fight for it again. But 
just as you are entering on your work the movement for 
a living wage has become so popular, that there is less 
need to dwell on its merits, than to analyse its latent 
assumptions as to the relative quantities of losses and 
gains. “There is money in this branch of discovery,” 
said the professor of pure science, “and we will leave it 
for those who seek money”: you may parody this and 
say: “there is popularity in the doctrine of a living wage ; 
so we had better leave politicians to praise it and set our- 
selves to criticise it.” 

Again, while taking an attitude of reserve towards 
movements that are already popular, you will incline 
to be critical of prophecies that are fashionable. For 
instance, it is getting to be asserted commonly that collec- 
tive bargaining is about to displace bargaining between 
individuals as the main arbiter of distribution and ex- 
change. It may be so; but predictions of this kind have 
been made much more often than they have been fulfilled. 
You will need to examine how far the large and obtrusive 
surface, which collective bargaining presents, rests on a 
solid foundation ; and how far it is hollow. You will not 
think lightly of the old social discords which it tends to 
lessen: but you will set against them those new discords 
which it may introduce. For clearly it tends to make 
a man work, or sell, not up to that margin at which there 
is a balance of gain and loss to him, but up to a margin 
which if not arbitrary, yet fails of any close adaptation to 
his individual case. You will need to look at history and 
see how often collective bargaining, when most elaborately 
contrived and strong in outward appearance, was honey- 
combed and weak; you will need to watch the vast 
network of by-paths by which when one person is willing 
to sell a thing at a price which another is willing to pay 
for it, the two manage to come together in spite of pro- 
hibitions of King or Parliament, or of the officials of a 
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Trust or Trade-union. No doubt you may live to see col- 
lective bargaining a greater force than I expect, and work- 
ing in ways which I do not guess. The experience of 
the past does not foretell the future; but it justifies some 
scepticism as to the solidity of those forms of collective 
bargaining which are most ostentatious. 


These last remarks illustrate the difficulty of forecasting 
the nature of the problems which will chiefly occupy the 
coming generation. But I will take another illustration 
of this difficulty, the chief interest of which lies in the 
guesses which past experience prompts us to hazard as to 
a mode of action of the healing force of nature. For, in 
social as in physical life, nature modifies old remedies 
to meet new developments of old evils. And I will vent- 
ure on a surmise of one way in which your generation 
may perhaps see this healing force more active than 
heretofore. 

Every one is aware of the tendency to an increase in 
the size of individual businesses, with the consequent trans- 
ference of authority and responsibility from the owners of 
each business to its salaried managers and officials. This 
would have been impossible had there not been a great 
improvement in the morality and uprightness of the aver- 
age man: for even as late as the seventeenth and eigh- 
teenth centuries we find the great trading companies 
breaking down largely in consequence of the corruption 
and selfishness of their officials. But men who are above 
such gross iniquity as was common then relatively to the 
few opportunities for it, are yet likely to succumb to sub- 
tler temptations, and especially to the temptation to con- 
sult their own ease by jogging along quietly in accustomed 
routes, and avoiding the trouble and worry of new initia- 
tive. 

And indeed this tendency to an increase in the size of 
businesses introduces an ever growing discord into indus- 
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try. The owner of a business, when contemplating any 
change, is led by his own interest to weigh the whole gain 
that it would probably bring to the business, against the 
whole loss; but the private interest of the salaried man- 
ager or official draws him in quite another direction. For 
the trouble of a new experiment will come largely on him. 
If it fails, he will have to bear much of the blame; and if 
it succeeds, only a very small part of the consequent gain 
will accrue to him. So the path of least resistance, of 
greatest comfort and least risk to himself is generally 
that of not striving for improvement himself, and of find- 
ing plausible excuses for not trying an improvement sug- 
gested by others, until its success is established beyond 
question. . 

If this were the whole of the case, then every new ad- 
vantage that modern changes confer on large businesses 
in their contests with small would be a source of danger 
to social progress. For the economies of the large busi- — 
ness as against the small are mostly a matter of private 
concern and bear no further fruit: but the improvement 
of methods spreads from its first home all over the coun- 
try, all over the world; and the private gain which results 
from it to the inventor is seldom a hundredth part, some- 
times not a millionth part of the social gain. A strong 
tendency to ossification of the social organism might 
therefore be feared as the result of bureaucratic habits 
of shirking troublesome initiative, the main benefits of 
which would accrue to those who had not borne the bur- 
den. But this tendency is being counteracted, partially 
at least, by several forces. The increase in the size of in- 
dustries goes with the substitution of scientific methods 
for empirical: and the basis of scientific technique is 
largely provided by laboratory work to which an ever 
increasing number of elastic and enterprising minds are 
rising from among the people, being stimulated a little 
by the hope of gain, and much by intellectual ambition, and 
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the sympathy of other students of science. And in addi- 
tion to this general energizing force, a special force some- 
what similar to it is coming into play to preserve from 
stagnation the more exclusively practical side of business 
management. For business experts are getting more and 
more into the habit of writing and reading specialist jour- 
nals, of holding congresses, and in other ways coming 
under the judgment of one another. The old thankless 
task of attempting an improvement which may after all 
turn out badly, and to which a man’s official superiors and 
the public at large may be indifferent, assumes a new 
shape when it is likely to be judged by a critical and ap- 
preciative audience who know the technical difficulties of 
the problem. The most important improvements often 
remain for years just short of yielding financial profit: but 
such an audience applauds the clever and bold endeavor 
even though its financial fruit is not ripe ; even though the 
interest of a manufacturer in charge of his own business 
would not impel him to use it. Thus the modern inter- 
course of expert officials with one another is bringing into 
the business world some part of that great progressive 
force which pure science long derived from the approba- 
tion which successful research receives from audiences fit 
though few. Such approbation is a reward; and like 
every other reward, present or deferred, appeals to ele- 
ments of our nature that are not the very highest of all: 
and partly for that reason it may be trusted to act stead- 
fastly. But it is not only a reward: it is also a sympathy ; 
and sympathy is the one solid and strong force acting 
steadfastly throughout the whole of human nature, which 
has in it nothing sordid. The coming generation of econ- 
omists will have no more urgent, and perhaps no more 
pleasant task, than to inquire, with as close an estimate of 
quantities as may be, how far this class of forces may take 
the place of the cruder force of the pursuit of private 
material gain, which is being in some directions weakened 
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by the growth of large businesses, and especially those 
under public control. 


I have trespassed too long upon your patience and must 
conclude, though I have touched on only the outer fringe 
of the issue to which I have ventured to address myself. 
To sum up then:— During the generation that is now 
passing away it has been made clear beyond doubt by 
many workers in many lands that the true inductive study 
of economics is the search for and arrangement of facts 
with a view to discovering the ideas, some temporary and 
local, others universal and eternal, which underlie them: 
and that the true analytical study of economics is the 
search for ideas latent in the facts which have been thus 
brought together and arranged by the historian and the 
observer of contemporary life. Each study supplements 
the other: there is no rivalry or opposition between 
them; every genuine student of economics sometimes 
uses the inductive method and sometimes the analytical, 
and nearly always both of them together. There is a 
difference in proportion between different students ; as one 
may eat more solid food and another may drink more 
fluid: but every one must both eat and drink under pain 
of starving or dying of thirst. 

The generation of economists which is now passing 
away has worked through controversy as to method, to the 
extinction of that controversy. It has established the 
harmony between the study of facts and of ideas; it has 
shown the need of a catholic spirit in the interpretation 
of men as well as of facts. It has done much towards 
completing the main lines of qualitative analysis; but it 
has not grappled at close quarters with the difficulties of 
quantitative analysis. The time has not yet come for 
taking stock of the value of its constructive work. But 
it has at all events cleared the field for the constructive 
work of the larger and stronger strain of economists that 
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are to follow: and perhaps when people look back a cen- 
tury hence they may speak kindly of it, not so much for 
what it achieved itself, as for the far greater work which 
it prepared the way for you to achieve. 

The problem of social aims takes on new forms in 
every age; but underlying all forms there is the one 
fundamental principle, that progress mainly depends on 
the extent to which the strongest, and not merely the 
highest, forces of human nature can be utilized for the 
increase of social good. There are some doubts as to 
what social good really is; but they do not reach far 
enough to impair the foundations of our fundamental 
principle. For there has always been a substratum of 
agreement that social good lies mainly in that healthful 
exercise and development of faculties which yields happi- 
ness without pall, because it sustains self-respect and is 
sustained by hope. No utilization of waste gases in the 
blast furnace can compare with the triumph of making 
work for the public good pleasurable in itself, and of 
stimulating men of all classes to great endeavors by other 
means than that evidence of power which manifests 
itself by lavish expenditure. We need to foster fine work 
and fresh initiative by the warming breath of the sym- 
pathy and appreciation of those who truly understand it ; 
we need to turn consumption into paths that strengthen 
the consumer and call forth the best qualities of those 
who provide for consumption. 

Other generations, in the heyday of art and literature 
in the ancient and medieval world, have hit upon meth- 
ods of doing this more or less successfully; but their 
aims have had a narrow horizon, limited to the welfare of 
a fortunate few. The generation of students of social 
science which is now passing away has striven to deal 
with the problem on a broader basis; and your generation 
is called on to continue that work with greater knowledge 
and with greater resources. You are called on to apply 
your knowledge of history, and especially of contemporary 
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history, your powers of analysis and of quantitative 
measurement, your fancy and your intuition, your in- 
stincts and your sympathies towards the great task of 
utilizing the present waste products of human effort for 
the production of human lives that are joys in themselves 
‘and the sources of joy. For the future, as for the past, 
the chief lever of all is hope, hope for a man’s self and 
hope for those dear to him. And your generation will 
stand out beyond that which has gone before, as that has 
stood out beyond its predecessors, in an increasing power 
and opportunity of bringing the energizing influence of 
hope to the homes of what once at the beginning of this 
‘century were called the lower orders of the people. 

Your generation beyond all that has gone before is 
called on to inquire in a sanguine, but yet in a critical and 
analytical temper how far that force of association and 
sympathy, which we have just noticed as beginning to act 
powerfully among the expert officials in large businesses, 
may extend to people generally; how it may draw them 
on to high endeavors, as the good shepherd leads his sheep, 
without requiring the compulsive force of want to drive 
them forward with cruel blows: how far it may be possi- 
ble to obliterate the old doctrine that the many must pine 
in order that the few may pioneer. Your generation will 
recognize that men are not equal by nature and cannot be 
made equal by art. It will recognize that some work 
must be done that is not ennobling. But it will seek 
to apply the growing knowledge and material resources of 
the world, to reduce such work within narrow limits, and 
to extirpate all conditions of life which are in themselves 
debasing. It will expect no sudden improvement in 
man’s conditions of life: because he forms them as much 
as they form him; and he himself cannot change fast. 
But it will press on steadfastly towards the distant goal 
where the opportunities of a noble life may be accessible 


to all. 
ALFRED MARSHALL, 





CURRENCY DISCUSSION IN MASSACHUSETTS 
IN THE EIGHTEENTH CENTURY.* 


II. 


WE have seen that the bank controversy, which had 
been active in 1714-21, came to a standstill in the third 
decade of the century. Its revival in the next decade 
seems to have been due to the change in the conditions 
under which the government issues — the Province bills 
— were put forth after 1730. 

Until the spring of 1730 it was the custom for the 
Assembly to issue Province bills for the expenses of the 
government by the passage of “resolves.” The formality 
of the passage of acts for this purpose was now entirely 
dispensed with, and thereby the necessity of the approval 
of the Privy Council was avoided. In May, 1730, instruc- 
tions were received to the effect that in future no bills 
should be issued except by acts of the Assembly. When 
Belcher assumed the reins of government in August of 
that year, he brought with him royal instructions which 
limited the power of the government in that direction. 
The annual issue was not to exceed £30,000, to be applied 
only for current expenditures, and outstanding issues were 
to be absolutely withdrawn from circulation according to 
the terms of the resolves or acts under which they were 
issued. It was obvious that, if these instructions should 
be carried out, there would be a diminution of the cur- 
rency in circulation. It happened, also, that there was in 
progress at this time a dispute between the Governor and 
Council on the one hand and the Assembly on the other, 
as to the right of the Assembly to pass upon debts incurred 


* For the first part of this article see vol. xi. No. 1 (October, 1896), p. 70. 
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by the government before appropriating the money for 
their payment. Pending the settlement of this question, 
the Provincial government allowed the debts of the 
Province to accumulate, and abstained from issuing bills 
except for the payment of a few salaries. Perhaps it was 
in consequence of the small number of bills issued in 1731 
and 1782 that the scarcity arose of which Hutchinson 
says, “In 1733 there was a general complaint throughout 
the four governments of New England of the unusual 
scarcity of money.” * 

At all events, hope evidently revived in the breasts of 
those who favored banks of issue, and they renewed the 
pamphlet warfare. From this time forth it was continued 
with few breaks until it culminated in the organization of 
the Land Bank. 

The first pamphlet put forth in this renewal of the dis- 
cussion was without date, but was evidently issued about 
1733. It contained a new proposition for a private bank.t 
A number of merchants and traders were to enter into a 
copartnership and issue bills or notes to circulate in lieu 
of money as a medium of exchange. They were to oblige 
themselves to give the same credit to these bills or notes 
as they then did to the bills issued by the government. 
As far as practicable, they were to force the circulation of 
the notes by a species of boycott on those who should 
refuse to receive them. The copartnership was not to 
engage in trade, but simply to lend the notes at interest. 
Adequate security was to be demanded for loans, real 
estate being preferred. The bank was also apparently 

* Hutchinson, IT., 380. 

t Money the Sinews of Trade. The State of the Province of the Massachusetts 
Bay considered with respect to its trade for want of a Medium of Exchange where- 
with to manage, &c., ¥c., Fc., Fc. By a lover of his country. Boston, N.E. 
[1733?] There was a pamphlet issued in 1731, entitled Trade §- Commerce in- 
culcated ... with some proposals for the bringing gold and silver into the country, 
Boston, 1731, which may have discussed the question of Banks. The only 


copy of this pamphlet of which I have information was purchased at the 
Brinley sale by the Congressional Library. At present it cannot be found. 
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intended as a bank of deposit; for its advantages as a 
place where money could be left are pointed out. 

It may be inferred that the writer of this pamphlet had 
in mind the issues which a company of Boston merchants 
actually made at this time, partly in consequence of the 
peculiar position of the different colony issues. Massa- 
chusetts and New Hampshire were at this time restrained 
by royal instructions in their powers to emit bills. Rhode 
Island had full power to float them at will, and in July, 
1733, issued £100,000. A number of Boston merchants 
entered into an agreement not to receive these bills in 
trade, and they organized a company and issued £110,000 
of their own notes, redeemable in ten years in silver at 
nineteen shillings per ounce, the bills resting for their 
security solely upon the solvency of the individuals com- 
posing the company. It turned out that these bills, which 
were known as Merchants’ Notes, did not long remain in 
circulation. Silver rose rapidly shortly after their issue, 
and in consequence they were at a premium and were 
hoarded by those having them in possession.* In 1736 a 
pamphlet was issued in which the writer accused the mer- 
chants of being themselves instrumental in causing the 
premium on their own notes.| They were buying them 
up at an advance, he alleged, in order to make it im- 
possible for those who had borrowed them on mortgages 
to redeem their estates. He could not understand why 
the Assembly should hesitate to pass a law making 
Province bills a lawful tender for obligations contracted in 
these notes. 

A scheme for bringing the Province bills to a silver 
basis was promulgated in 1786 by a pamphleteer who 

*In 1734 some New Hampshire merchants made a similar attempt. Their 
notes were payable in bills of the several colonies in silver, in gold, or in hemp 
at Portsmouth prices in 1747. ‘‘ As to the hemp bank,” says Governor Bel- 


cher in his correspondence, ‘‘they are wild, and it will be a bank of wind.” 
Massachusetts Historical Collections, V1. Series, vol. vii. p. 159. 


t The Melancholy State of this Province considered in a letter from a gentleman 
in Boston te his friend in the country. Printed in the year 1736. 
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could not see why “leather, paper, or anything else we 
agreed to and put a stamp on” should not “answer for 
money as well as silver.”* His plan, he alleged, had 
been several times before the General Court. The gov- 
ernment was to emit an adequate amount of new bills, to 
be let out to such persons as would oblige themselves to 
pay annually for ten years for each thousand pounds one 
hundred and ten pounds in silver coin at the rate of six 
shillings and ten pence per ounce, or in gold coin in pro- 
portion. At the end of five years the redemption of the 
bills thus issued was to begin. The possessors could then 
exchange them for one-half coin, one-half new bills. The 
bills were to be a legal tender. The circulation of bills of 
other governments was to be forbidden. In considering 
the practicability of this proposition, it must be remem- 
bered that when it was put forth, silver was rated in the 
Province at twenty-seven shillings per ounce. 

The contribution of the year 1787 to the pamphlet war- 
fare consisted in a brief proposition for a Land Bank.f © 
The nominal amount of notes of this bank was set at 
£500,000, of which £200,000 were to be emitted on loans 
on real security at six per cent. The rest were to be nego- 
tiated “by transfer,” which meant, perhaps, that accounts 
were to be opened and transfers of credits made upon the 
books of the bank. Bills of other governments were to be 
discredited by the partners. The writer alleged that 
there could be no such thing as over-trade. The greater 
the importation, the cheaper the imported goods, and the 
higher the rates that would be received for produce of the 
Province. Money he conceived to be less safe than land 
security as a basis for a bank. 

In 1788 a plan was proposed for the emission of a new 
form of bills by the Province, which should be lent out, 

* A letter toa member of the Honourable House of Representatives on the present 
state of the Bills of Credit. Boston. Printed in the year 1736. 


+ A proposal to supply the Trade with a Medium of Exchange and to sink the 
Bills of other Governments. Boston, printed in the year 1737. 
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payments on the loans to be made in annual instalments 
in coin, thus bringing the Province toa specie basis. This 
scheme was vigorously opposed by a pamphleteer, who 
apparently would have endured the admitted evils of the 
old bills rather than hazard the intricate experiment of the 
new.* He thought old-tenor bills in most respects supe- 
rior to silver for money, and even recommended the Col- 
ony of Rhode Island to emit bills at a low rate of interest, 
for short periods, alleging that “the length” was the only 
just objection to the last emission of that colony. 

This called forth a reply which is attributed to Dr. 
William Douglass, t a practising physician in Boston, and 
an uncompromising advocate of what may be called 
“sound money” principles. In addition to the part 
which Douglass took in the pamphlet warfare concerning 
the currency and the banks, he published a history, en- 
titled A Summary, Historical and Political, .. . of the 
British Settlements in North America. The Summary is 
frequently cited by historians, but it is doubtful if full 
justice is done to the work, in consequence of the ex- 
travagant way in which the author expresses his opinions. 
Eliot, in his Biographical Dictionary, says that the Sum- 
mary is “a collection of things which came into his head, 
whether they related to his family, his private squabbles, 
or the affairs of the publick.” Palfrey calls him a “master 
of ribaldry”; says he is not “trustworthy as to facts,” 
and styles him a “conceited censor.” The appearance of 

* Some observations on the scheme projected for emitting £60,000 in bills of a 
new Tenour, to be redeemed with Silver and Gold, Shewing the various operations 


o& these Bills, and their tendency to hurt the publick interest. In a letter from a 
Merchant in Boston to his friend in the Country. Boston, 1738. 


t An Essay concerning Silver and Paper Currencies, more especially with re- 
gard to the British Colonies in New England. Boston [1738]. The pamphlet 
last cited (Some Observations . . .) has been attributed to Douglass: thus in the 
sketch of Douglass in Palgrave’s Dictionary of Political Economy. In fact, his 
Essay concerning Silver and Paper Currencies was a direct reply to Some Obser- 
vations. The person who might have made the mistake in Douglass’s lifetime 
would have been severely castigated. 
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the history was the occasion of a libel suit, brought by 
Admiral Knowles against Douglass. Adam Smith, on the 
other hand, speaks of him in the Wealth of Nations as 
“honest and downright Dr. Douglass.”* Whatever we 
may think of Douglass’s style, we must recognize in him 
a vigorous champion of sound money, and an able and 
well-informed writer, to whose works we are forced to 
turn for many facts concerning currency and exchange. 

In the reply which Dr. Douglass thus issued, he dis- 
cussed the legal tender quality of Province bills, f and 
said that nothing ought to be a tender but what was a 
tender all over the commercial world. He also pointed 
out instances of the bad effect of making bills a legal 
tender. He thought a paper credit founded on a silver 
specie currency might be a good expedient; but argued 
that the Province bills constituted a Province debt, and 
that private bills on a proper foundation would really be 
better than public bills. Large emissions of public paper 
money begot extravagance. Wherever there were several — 
sorts of currencies in circulation, the basest was destined 
to become the common currency. He was of opinion 
that if the public paper credit were gradually removed, 
trade would find the gold and silver to fill its place. 
Paper money, he asserted, could not answer in the adjust- 
ment of the balance of trade with foreign countries. 
Silver, he said, was of so universal demand all over the 
world that the continued additions to it were like throw 
ing water into the ocean. 

The year 1739 contributed little to legislation or discus- 
sion. An act was passed forbidding persons to pass or 
receive bills of the neighboring governments emitted after 
May 1, 1738, unless they were made redeemable by lawful 
money, within ten years from their first emission. John 


*The Wealth of Nations, Book II., chapter ii. (p. 144 of M’Culloch’s 
edition). 

t Derived through the Act to Prevent the Oppression of Debtors passed 
1712 ; extended 1715, again 1723, and again 1731. 
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Read, of Boston, submitted to the General Court a plan 
for a bank of issue based upon a twenty per cent. fund of 
silver.* He also proposed by collecting interest on loans 
in silver to accumulate a silver fund which, in ten years, 
would amount to seventy per cent. of the circulation of 
the bank. The proposition apparently did not meet with 
favor. 

It is important that we should glance at the condition 
of the currency in order that we may understand the 
complications which had arisen and were about to arise 
from the various forms of bills in use. The Province bills, 
first issued in 1702, were upon their face declared to be 
equal to money, and were receivable in all public pay- 
ments, and for stock at any time in the Treasury. In 
1787 a second form was put in use. A twenty-shilling bill 
of this form was declared on its face to be equal to three 
ounces of coined silver, Troy weight, sterling alloy, and 
was to be accepted by the Treasurer and receivers subordi- 
nate to him in all payments (the duties of import of ton- 
nage of shipping and incomes of the lighthouse only 
excepted), and for stock in the Treasury. The act au- 
thorizing the emission declared one of these new bills to 
be worth three of the old issue. 

The two forms were for a time known as old and new 
tenor bills. But this method of distinguishing them no 
longer sufficed when in 1741 a new bill was emitted, which, 
in the phrase defining the manner in which the bills 
should be accepted, differed from the form of 1737. The 
language used in the form of 1741 was “shall be so accepted 
in all payments and in the Treasury.” These bills were 


® Massachusetts Archives, vol. cii. p. 113. 


t The bills of the late Colony were in 1692 declared to be equivalent to 
money. They were reissued from time to time until 1702. In some of the 
reissues it was provided that they should be received in public payments with 
an advance of five per cent. This practice of allowing a premium of five per 
cent. when the bills were paid into the Treasury was continued in favor of the 
Province notes until 1720. 
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for a time called new tenor bills, the bills of 1737 being 
spoken of as middle tenor bills. Sometimes the bills of 
1741 were termed bills of the newest tenor, but this desig- 
nation soon ceased to be applicable. In 1744, a twenty- 
shilling bill of an issue then put forth was declared to be 
equal to two ounces, thirteen pennyweights, and eight 
grains of coined silver, troy weight, sterling alloy, and 
was to be accepted in all payments in the Treasury. The 
bills were thereafter known as old tenor, middle tenor, 
new tenor firsts, and new tenor seconds. 

Such was the state of the currency of the Province while 
the bank discussion was going on. A curious proposition 
for a hybrid bank to be run jointly by the Province and a 
company of merchants appeared in 1740.* The notes 
were to be at the rate of twenty shillings an ounce for 
silver and were to be signed by a Committee of the Gen- 
eral Court and by agents in the name of the Company. 
They were to be delivered by the Province to the Com- ° 
pany and payment was to be made by the Company in 
silver in ten annual installments. The scheme was im- 
practicable enough; but it is interesting to note one 
method by which the writer sought to gain a cheap popu- 
larity for it. He proposed that 3,000 ounces should “ be 
given to Harvard College so far to make good the loss 
their stock has sustained by the fall of the credit of your 
Province bills.” 

An intelligent discussion of the currencies of the 
several British plantations in America, which leads up to 
a comparison of the propositions for the Land and Silver 
Banks, was issued in pamphlet form in 1740.¢ This 
pamphlet, which is attributed to Dr. Douglass, gives de- 
tails of the growth of the paper currency, of the changes 

* A letter relating to a Medium of Trede, in the Province of the Massachusetts 
Bay. Boston, 1740. 


+ A discourse concerning the currencies of the British plantations in America, 
especially with regard to their paper money. More particularly in relation to the 
Province of the Massachusetts Bay in New England. Boston, 1740. 
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in the rate of silver, showing the coincidences with large 
emissions, and points out by dates the gradual postpone- 
ment of the calling in by the Province of the notes. It 
shows who were the real sufferers by these emissions and 
proves by estimates of the purchasing power of the cur- 
rency afloat at different periods that the increase of sup- 
ply found a compensation in the increased premium of 
silver, so that large issues did not actually add to the cir- 
culating medium. The writer regards long credits as a 
result of an inefficient medium of trade. He condemned 
the Land Bank, but thought a properly organized Silver 
Bank might be beneficial. 

In both of the pamphlets issued by Dr. Douglass he 
had discussed the proposition laid down by the person 
who in 1788 had published a pamphlet attacking the pro- 
posed plan for a new form of bills. This author felt com- 
pelled to reply, and put upon the market a printed docu- 
ment of seventy-eight pages, in which he developed a 
scheme of relief and answered the two pamphlets issued 
by Dr. Douglass.* Silver, he says, has an accidental 
value through the common consent of the world; if this 
were withdrawn, it would be of no value. Province bills 
have no intrinsic value; but they have an accidental 
value like silver. This is based on the promise of the 
government and the consent of the people to receive 
them. They are not universal, but local commodities. 
That they are commodities he infers from a comparison 
of their functions with that of silver. Money is the 
commodity chosen by the world in general, or by any 
community of people in particular, to pass in trade and 
for which contracts and agreements are usually made. 
Values of ordinary commodities change with the propor- 
tion between the quantity to be sold and the demand for 

* An Inquiry into the nature and uses of money; more especially of the bills of 
Publick Credit, Old Tenor. Together with a proposal of some proper Relief in the 
present exigence. To which is added a reply to the Essay on Silver and Paper 
Currences [sic]. Boston, 1740, 
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that quantity. Judgment may be formed of the change 
of value of money by comparing it with other things in 
the market. Perhaps the best way to form an opinion of 
the change of the value of silver money, is by the influ- 
ence it has on the mode of living. The change of the 
rate of interest is evidence of the change in the proportion 
of quantity of and demand for money. Measured in this 
way, the value of silver in 1740 is only one-third what it 
was in 1691. Province bills have not undergone any other 
change than that common to all commodities. No man 
has been obliged to let his money under six per cent. 
The irregularity of their emission has caused irregularity 
in the rise of silver, but by the mere operation of trade 
it would have risen in any case. The variations in the 
quantity of silver produce the same effect. He makes 
a comparison between Great Britain and Massachusetts 
Bay as to the number of the people, the yearly expense 
and the quantity of money, and concludes that they have 
in Great Britain a sum of money equal to one-third of 
their yearly expense, while in the Province there is only 
one-twentieth. The balance of trade with Great Britain 
he calls a balance of debt. 

The qualifications of money, he maintains, are that it 
shall be stable in value, of convenient matter, current by 
common consent, and sanctioned by public authority. 
Money without intrinsic value, for which there is no de- 
mand elsewhere, will not be exported. It is better, he 
says, to have silver on the footing of a commodity than of 
money,— apparently forgetting that he has already taken 
great pains to prove that money itself was a commodity. 
Bills are more convenient than silver. While gold and 
silver are used for foreign exchanges, there is no common 
consent as to the proportion of alloy. Every country must 
choose a special or local regulation of money as an instru- 
ment of commerce, and in this respect Bills of Credit are 
to be preferred. Government has made them a legal 
tender, and by common consent they are current. 
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His scheme for a bank is for a number of men to asso- 
ciate themselves together, emit bills, and agree to receive 
them as money. The undertakers are to furnish security 
that they will always receive the bills according to their 
tenor and are to be bound to the holders of the bills ina 
satisfactory manner. No undertaker is to take out over 
ten per cent. of the sum he subscribes, the balance to be 
loaned at six per cent. on good security, and payments to 
be made either in the bills of the bank or in silver at 
current market rates. He speaks of a variety of schemes 
lately proposed, and makes a special attack on the Silver 
Bank which had been inaugurated by the opponents of 
the Land Bank. He then proceeds to deal with Dr. 
Douglass’s pamphlets, taking them up and discussing 
them paragraph by paragraph. 

The discussion in the press and in pamphlets was now 
directed to the advocacy of one or other of the two 
schemes, Land Bank and Silver Bank, which were seeking 
to secure the public favor. A pamphlet appeared in 1740 
which praised the Land Bank scheme, giving a descrip- 
tion of the manner in which it was founded, and laying 
stress upon the great numbers interested in its success.* 
The writer alleged that there would be no occasion to re- 
tire the notes annually paid in on the mortgages, because 
they would be perfectly good in the hands of possessors, 
and the Company had promised to redeem them in com- 
modities at the end of twenty years. 

In the spring of 1741 still another pamphlet appeared 
which is attributed to Dr. Douglass.t At the time when 
it was written news had been received that the Board of 
Trade upheld the Governor and Council in their attempts 
to check the projectors of the Land Bank, and that they 


* A letter from a Country Gentleman at Boston to his friend in the Country. 
Dated, Boston, June 10, 1740. 

t A letter to —— —— Merchant in London concerning a late Combination in 
the province of the Massachusetts-Bay in New England to impose or force a pri- 
vate-Currency called Land-Bank-Money. Printed for the Publick good, 1741. 
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were considering measures to put a stop to the scheme. 
The writer in caustic language points out the weakness 
of the scheme and shows why the Silver Bank is prefer- 
able. He says the projectors gave to the Land Bank, 
which he terms a bubble, the specious name of a bank. 
It has not the least affinity to banking. This sham bank, 
he adds, has no stock in the Treasury; and the face of 
their bills promising to accept them for stock in the Treas- 
ury, is an arrant bubble. In other countries, he says, the 
opulent, the honest, the men of credit have banks; here, 
the indigent, the debtors, the fraudulent set up for 
bankers. The managers spirit the people to mutiny, 
sedition, and riot. One gives it for law that no orders 
from the Boards at Whitehall, no Acts of Parliament, can 
put a stop to their proceedings. 

This pamphlet brought forth a reply within a week 
from its publication.* The writer, in justifying the legal- 
ity of the Land Bank notes, refers to a decision of the 
Privy Council in the case of the New Hampshire private 
notes, to the effect that they saw no reason for interfering 
with them. He denies the aspersions upon the character 
and standing of the subscribers to the Land Bank, and 
claims that the scheme as adopted is widely different from 
Colman’s original proposition. He calls attention to the 
devotion of civil and military officers who have resigned 
their commissions, conscious of the justice of their cause, 
and alleges that whole troops, nay, almost whole regi- 
ments, either actually resigned, or informed their colonels 
when examined that they would resign, rather than not 
encourage the affair. The bills, he says, are in general 
use, notwithstanding the opposition to them. No other, 
of whatever sort, with the like opposition, could have 
gained the like credit. 


* A letter to the Merchant in London to whom is directed a printed letter relat- 
ing to the Manufactory-undertaking, dated New England, Boston, February 21st, 
1740,1. Printed for the public good, 1741. 

This pamphlet is dated Boston, Febr. 27th, 1740, 1. 
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Douglass apparently felt that some answer was essen- 
tial to this pamphlet, and in the following month he is- 
sued a new attack on the Land Bank.* Continuing his 
argument that the subscribers belong to the debtor por- 
tion of the community, he states their declarations to the 
public to be substantially as follows: we have had a meet- 
ing, and are combined and resolved to pay only so much 
on the pound, at a long forbearance, by a barefaced, 
fraudulent contrivance. He repeats many of the points 
which he had already made and refers to rumors already 
current of disastrous speculations by the managers. 
Among them he refers to transactions in Nova Scotia 
wheat and the Director’s logwood, bought and sold at a 
great discount upon their Land Bank bills. As to the 
New Hampshire paper money, he says it died a natural 
death in its infancy, the signers and undertakers refusing 
to take it in payment. 

The pamphlet literature connected with the Land Bank 
may be said to have closed with an account of the rise, 
progress, and consequences of the Land and Silver 
Banks, issued in 1744.¢ This consists of a carefully pre- 
pared historical résumé of the events connected with the 
rival banks, and is personal in its character only in its crit- 
icisms of Governor Belcher, whom the author charges 
with duplicity. 


Having now reviewed the literature to which the bank 
schemes gave rise, we may turn to the attempt actually 
made in 1740 to carry into effect the Land Bank and manu- 


*A second letter to —— —— Merchant in London, concerning a late com- 
bination in the Massachusetts-Bay in New-England, to impose or force a private 
Currency, called Land-Bank-Money. (Dated Boston, March 31, 1741.) 


t An account of the rise, progress, and consequences of the two late schemes com- 
monly call’d the Land Bank or Manufactory Scheme and the Silver Scheme, in the 
Province of the Massachusetts Bay. Wherein the conduct of the late and present 
@—— during their Ad——ns is occasionally consider’d and compar’d. In a 
letter from a gentleman in Boston, to his friend in London. Printed in the year 
1744, 
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factory scheme. The more important events in this ex- 
traordinary experiment will be sketched in chronological 
sequence,* 

At the session of the General Court, begun on the fifth 
of December, 1739, and continued in the month of Janu- 
ary, 1740, a scheme was presented by John Colman and 
three hundred and ninty-five others, for emitting bills se- 
cured by real estate, which were to serve as a medium of 
trade. This scheme may be briefly described as follows: 
Subscribers to a so-called stock of £150,000, agreed to 
borrow a certain amount in bills of the Company. Their 
voice in its affairs was determined by the size of their 
subscriptions. According to the prospectus, the only pay- 
ment which was required to be made was forty shillings 
on each thousand pounds — two-tenths of one per cent. — 
for organization expenses. Each subscriber was to furnish 
satisfactory mortgage security for his loan, on which he 
was to pay interest at the rate of three per cent. per annum ; 
while the principal was to be paid in twenty annual instal- 
ments of five per cent. each. These payments were to be 
made either in the notes of the Company, which were 
spoken of as Manufactory Notes, or in hemp, flax, cord- 
age, bar-iron, cast-iron, and certain other enumerated 
commodities. Each subscriber was required to sign an 
instrument in which he agreed to indemnify the signers of 
the notes. It was apparently intended that the profits 
which the Company might earn should furnish a capital ; 
for it was provided that, in making dividends, care 
should be taken that there should still remain in the stock 
double the principal paid in from time to time, On per- 
sonal security, loans not exceeding one hundred pounds 
were permitted. 

The form of the bill which it was proposed to emit, as 
originally printed in the broadside of the Company, con- 

* For some further account of these events see a paper by the present writer 


on Provincial Banks: Land and Silver, in the Publications of the Colonial So- 
ciety of Massachusetts, vol. iii. 
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tained no promise to pay, but was simply a promise in be- 
half of the partners to receive the same in all payments, 
trade, and business. It was afterwards amended by adding 
an agreement to pay the possessor the value thereof, in 
manufactures of this Province. In the bill which was 
actually issued, a rate in silver and a time at which the 
bill would be paid were introduced. The form was as 
follows :— 


We jointly and severally promise for ourselves and partners to take 
this bill as lawful money at 6s. 8d. per ounce in all payments, trade, 
and business, and for stock in our treasury at any time; and, after 
twenty years, to pay the same at that estimate on demand to Mr. 
Joseph Marion, or order, in the produce or manufactures enumerated 
in our scheme, for value received. 


It is obvious that it would have been possible for the 
mortgage loans of the Company which should issue these 
notes, to be paid off entirely in commodities, thus leaving 
the notes afloat without other security than was afforded 
by the partnership. Of the men who composed this part- 
nership, Hutchinson says that a few were “of rank and 
good estate,” but they were “generally of low condition 
among the plebeians, and of small estate, and many of 
them insolvent.” 

In considering the question of the probable reception by 
the public of notes which might be paid in commodities, 
and which, as we have seen, might lose whatever security 
the mortgages behind them gave, it must not be over- 
looked that the Merchants’ Notes of 1733 had appreciated 
in a very short time to a premium of 33 per cent. The 
conditions of the two experiments were not parallel; but 
evidently, the experience with the Merchants’ Notes fur- 
nished an argument in favor of the probable acceptance 
by the community of the Land Bank notes. When to this 
is added the fact that great numbers were interested in 
the scheme, who, by their example and enthusiasm, 
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brought in new converts daily, it can be understood that 
the financial weakness of the subscribers as a class might 
be overlooked by the inconsiderate. At all events, Hutch- 
inson says that “the needy part of the Province” favored 
the bank, and that “a majority of the representatives for 
1740 were subscribers to or favorers of the scheme.” * 

It was clear, therefore, that the opponents to the Land 
Bank must take active steps if they wished to stop its 
progress. Their first effort was through the organization 
of a rival bank, which has been already referred to as the 
Silver Bank. Its purpose was to issue bills on a silver 
basis. These bills ran for fifteen years, and were then re- 
deemable at the rate of twenty shillings per ounce for 
silver. Meantime, the directors promised to receive them 
in trade and business at the following rates : — 


In 1741, an ounce of silver at the rate of 28s. 4d. 
“ 1742, “ “ “ “ “ 97s. 9d. 
“ 1743, “ “ “ “ “ 97s. 2d. 


And so on with an annual reduction of seven pence in the 
rate of silver till it reached twenty shillings in 1755, the 
date at which the notes were payable. This annual appre- 
ciation of the notes was the equivalent of a low rate of 
interest, and, unless the premium on silver had fallen, 
would have caused the notes to be hoarded. 

The amount of the silver notes which it was proposed 
to issue was £120,000. When issued, they thus repre- 
sented in terms of silver, at the stated rate for redemption 
in 1741 (28s. 4d. per ounce), less than one-fifth of the pro- 
posed issue of the Land Bank, which was £150,000 with 
silver rated at 6s. 8d. per ounce. 

The projectors of the Silver Bank, having with great 
ease secured from men of good financial standing the 
necessary subscriptions for their scheme, also made appli- 
cation to the General Court for its approval and sanction. 


* Hutchinson, IT., 394. 
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We need not follow in detail the contest which took place 
in the Assembly. It is enough to say that the House 
favored the Land Bank, and that the Governor and Coun- 
cil were opposed to it. As an incident of the opposition 
to the Land Bank, the Council favored the Silver Bank. 
Under these circumstances neither scheme could secure 
legislative approval. Temporarily, all proceedings in con- 
nection with both were suspended, and the projectors were 
prohibited from going further until the Assembly should 
meet for its session of May, 1740. Petitions in favor of 
the Land Bank were heard in the House, while great 
numbers of the merchants of Boston flocked to the Coun- 
-cil Chamber to urge action against it. 

In the fall of 1740, the period of temporary prohibition 
having expired, there was no longer any reason why the 
two schemes should not be launched if their projectors 
were willing to proceed without any legislative approval. 
Both were then organized, and proceeded to issue their 
notes, the Land Bank having by this time secured about 
a thousand subscribers. The conflict, confined up to this 
time to the General Court, was now to a certain extent 
transferred to the columns of the press. Statements 
signed by merchants, to the effect that they would or 
would not receive Land Bank notes in trade, were to be 
found there, and many advertisers specified whether these 
notes would be received in payment for advertised articles. 
The great number of notices upon this subject, which 
appeared in the newspapers, showed how thoroughly the 
public was interested in the contest. 

The governor, having failed in his efforts to prevent the 
organization of the Land Bank, concluded that the inter- 
vention of Parliament alone could stop its progress, and 
so stated in his correspondence. Preliminary steps in 
that direction were taken in October, 1740, by the oppo- 
nents of the scheme. Pending any results from this 
action, the Governor proceeded to exercise the power 
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which he held over office-holders. Proclamations were 
issued, addressed to all who held office under him, warn- 
ing them against giving encouragement to the passing of 
Land Bank notes, and threatening to remove them from 
office if they did so. Registers of Deeds were compelled 
to furnish lists of the Land Bank mortgages. A veritable 
reign of terror was inaugurated among the office-holders, 
and many were removed from their positions, civil and 
judicial as well as military. Attorneys favoring the bank 
were deprived of the privilege of probate practice before 
the Council. All these steps, however, failed to prevent 
the circulation of the Land Bank notes, especially among 
the poorer towns, many of which voted to receive them 
for town rates. The hostility of the wealthy men of Bos- 
ton, and the boycott which they inaugurated, were in all 
probability more effectual than the violent and tyrannical 
methods of the Governor. If this opposition did not pre- 
vent, it at any rate seriously interfered with the circulation 
of the Land Bank notes. So great was the excitement 
attending the struggle over the notes that in the spring 
of 1741 information came to Boston of a contemplated 
outbreak in several of the towns in the southern part of 
the Province, the apparent purpose of which was to com- 
pel certain persons to sell their supplies of corn for Land 
Bank bills. This information was specific enough to 
cause the issue of a warrant for the arrest of a number of 
the alleged conspirators; but the premature disclosure 
prevented actual outbreak. 

By this time (1741) there was enough apparent success 
on the part of the Land Bank to lead to the projection of 
several local banks of the same sort. One, which was 
started at Ipswich, actually prepared for circulation notes 
of small denominations. But, while the effect upon the 
public was such as to lead to the organization of these imi- 
tation Land Banks, there is evidence that the original 
company was already experiencing difficulty in keeping 
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its notes afloat. The greater part of the mortgages given 
to the Land Bank were executed in September, 1740. In 
March, 1741, the Company prepared a blank form for a 
supplementary agreement to be entered into between the 
subscribers and the Company, in which it was provided 
that the subscribers should pay one-half at least of the 
annual instalment on the principal in the manufactures 
mentioned in the mortgage. In other words, they had 
already discovered that there was difficulty in keeping 
out their notes, and were obliged to call upon the sub- 
scribers to make at least one-half of their payments in 
commodities. 

The controversy between the House and the Council, 
during the spring and summer of 1741, remained upon the 
same footing as before. The House was still in the hands 
of the friends of the Land Bank, and remained so until the 
doom of the bank was announced through the publication 
of the Act of Parliament directed against it. It is a singu- 
lar fact — probably not known at that time — that in 1735 
the attorney-general of his Majesty had given a written 
opinion to the effect that he had considered a scheme for 
erecting some sort of a bank in Boston, in which he stated 
that he could see no objections thereto in point of law. 
The Board of Trade also had, in 1736, reported to the 
Privy Council that it would be a great hardship to set a 
public mark of discredit upon a number of merchants in 
New Hampshire, who were engaged in a scheme for issu- 
ing what were known as New Hampshire Merchants’ 
Notes. This report of the Board of Trade was known in 
Boston, and justified the argument that the founders of 
the Land Bank had not violated any existing law. Parlia- 
ment was, however, called upon to suppress the enterprise, 
and was found to be equal to the emergency. 

An act, familiarly spoken of as the Bubble Act, had 
been passed in the previous reign (1720), which would 
undoubtedly have made such an enterprise as the Land 
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id 
Bank illegal in Great Britain, but which by its terms 
did not appear to apply to the Colonies. It was, therefore, 
specifically enacted in 1741 that the Bubble Act did origi- 
nally apply, had continued to apply, and was then in full 
force, in the Colonies. By the terms of the law thus ex- 
tended to the Colonies every contract made either by the 
Land or the Silver Bank, or by any similar organization, 
was rendered null and void. All those who had partici- 
pated in any way in either of the schemes were rendered 
individually liable to possessors of the notes of the respec- 
tive companies. They were declared to be liable to the 
penalties of the Public Nuisance Act, and they further in- 
curred the penalties of the Statute of Provision and Pre- 
munire. Treble damages were to be entered up in any 
suit for damages, if the offender persisted in violating the 
act after the 29th of September, 1741. 

There were, among the subscribers of the Land Bank, 
many who were not disposed to acquiesce in this Act of 
Parliament. Belcher, who was governor at the time of the | 
publication of the act in the Province, had been identified 
with the violent measures which had been taken to pre- 
vent the scheme from succeeding. It is quite within the 
range of possibilities that, if he had remained in office, 
there would have been at that time a deliberate opposition 
to Parliamentary interference, and that the right to apply 
indiscriminately and unreasonably what Hutchinson terms 
the “transcendent power of Parliament” would then have 
been disputed. It happened, however, that Shirley as- 
sumed the gubernatorial office in the middle of August, 
1741. He was a tactful man, and succeeded in inducing 
the managers of the Land Bank to take steps towards clos- 
ing the affair before the limit set in the Act of Parlia- 
ment. 

The condition of affairs was perplexing in the extreme 
for the subscribers to the Silver Bank as well as to the 
Land Bank. Their contracts were annulled, and every 
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act performed by them in connection with these schemes 
was declared to have been illegal. The managers of the 
silver scheme, although they did not altogether escape the 
difficulties of their unlucky position, were in a much 
better situation than those of the Land Bank. They were 
few in number, working for mutual protection, and they 
succeeded in closing the Silver Bank without legislative 
interference. 

The affairs of the Land Bank were permitted to drift 
for two years. During the interval efforts were made to 
secure from the subscribers voluntary settlements of their 
loans. These proceedings were in the main effectual, but 
their complete success was rendered impossible by a vari- 
ety of causes. Some of the subscribers had been harassed 
by suits at the hands of the possessors of notes, and had 
been compelled to contribute more than their proportion. 
There had been losses in trade, and these had to be ad- 
justed, notwithstanding the fact that there was nothing in 
the original scheme which could have made individual 
subscribers partners to such transactions. Many of the 
notes had been acquired, according to Hutchinson, for 
fifty per cent. of their expressed value; but under press- 
ure of the Act of Parliament they had to be redeemed 
at their face value with interest. Some of the subscribers 
had left the Province, some were insolvent, and others 
were recalcitrant. Meantime the government could do 
nothing to assist the subscribers in their voluntary efforts 
to close the company except to inaugurate a few criminal 
prosecutions, under the Act of Parliament, against delin- 
quents. It was finally determined to create a Commis- 
sion for the purpose of adjusting the affairs of the bank, 
and in 1743 this was done. This Commission remained 
in office until 1759, when it was reorganized, to be again 
succeeded by a third Commission in 1767. By means of 
various assessments collected from such of the subscribers 
as could respond, and with the aid of a lottery, which was 
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authorized in 1760, the work of redeeming the bills and of 
meeting the expenses of the Commissions, seems to have 
been accomplished ; but several important questions were 
still pending between the subscribers and the directors of 
the Company when it finally disappeared from the records 
of the Province in 1768. 


The literature which has been followed in the preceding 
pages, and the bank schemes which were its outcome, are 
of interest to the economic student, mainly in their rela- 
tion to the general course of economic thought and eco- 
nomic history in the first half of the eighteenth century. 
The bank and paper money schemes are directly con- 
nected with the schemes then urged in England, Scot- 
land, and France; the paper money theories are an echo 
of what the same generation was saying in the old coun- 
tries. The most important contributions to the literature 
of economics which they yielded are the writings of Doug- 
lass. His Essay Concerning Silver and Paper Currencies’ 
and his Discourse Concerning the Currencies of the British 
Plantations in America are by far the best of the attacks 
upon the wild notions of the bank advocates. His Swm- 
mary, historical and political, of the first planting, progres- 
sive improvements, and present state of the British setile- 
ments in North America, gives tables showing the move- 
ment of silver, its effect on salaries, the amounts of bills 
outstanding at certain dates, and the correspondence be- 
tween these amounts and the depreciation of silver, 
which are valuable contributions to economic history and 
show a keen appreciation of the causes of the disturb- 
ances in trade.* 

The only disputant on the other side who can lay claim 

* Mr. Justin Winsor has called my attention to aseries of communications on 
Numismatics, which appeared in the Boston Evening Transcript in November 
and December, 1851, and January, 1852, in which there is a description of some 
of the events connected with the Land Bank. The writer appears to have 


derived his information from Hutchinson and Douglass, but he evidently 
relied mainly upon Douglass’s Summary. 
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to have fairly grappled with the question on the economic 
side, is the author of An Inquiry into the Nature and Uses of 
Money, who made an attempt to answer Douglass. These 
writers approach the matter in a quasi-scientific way, and 
their works are of value because through them we can trace 
the movements of exchange and its relation to the cur- 
rency in circulation; yet the redundancy of their style 
and the superfluity of their illustrations repel the reader. 
The common sense method in which such a writer as the 
author of The Present Melancholy Circumstances of the 
Province Considered,* who in 1719, declared that a thou- 
sand schemes for banks and paper money would not help 
the Provincials so much as the importation of fewer goods, 
and the exercise on their part of greater self-reliance, is 
not only more attractive now but must have been more 
effective with the average reader of that time. Indeed 
the same writer published a second pamphlet entitled An 
Addition to the Present Melancholy Circumstances of the 
Province Considered, within about a month of the issue 
of the first; which would indicate a favorable reception 
of the original pamphlet by the reading public. The sec- 
ond, like the first, was brief and unpretentious; yet it was 
replete with common sense views on the situation, f and 
is readable to-day. 

The controversial part of the discussion ceased with the 
abrupt closing of the Land Bank. There could be no fur- 

* Compare this Journal, vol. xi. p. 85. 


t An Addition to the Present Melancholy Circumstances of the PROVINCE 
considered, &c., March 6, 1718-9. Exhibiting Considerations about Labour, Com- 
merce, Money, Notes, or Bills of Credit, April 14, 1719. Boston, 1719. 

This writer thus treats the question of an irredeemable currency: ‘I 
would thank no man for his Note or Bond, obliging himself always to owe me 
a Thousand Pounds, for if he always owes it, he never pays it, and so I shall 
never be the better for it.”” He shows that so long as the status quo should 
be maintained there could be no coin in the Province Treasury. ‘‘ But I don’t 
see it likely that there should be any stock in the Treasury besides Bills; 
while the Bills are to be received there at five per cent. advance ; for while so 
who would pay his Tax in anything besides Bills?”’ The effect upon the bills 
of the process then going on of gradually extending the time of their being 
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ther question of private banks of issue. The hoped for 
reduction of the currency did not come. The exigencies 
of the French and Indian War compelled expenditures 
which could be met in no other way than by the issue of 
more currency. Royal instructions to withdraw the cur- 
rency proved elastic in the hands of complaisant gov- 
ernors, and concessions were easily procured under the 
emergencies of war. To crown all, the enormous expendi- 
tures incurred in the prosecution of the Louisbourg expe- 
dition, sent exchange to upwards of one thousand. The 
present to the crown of this important fortress, compelled 
some recognition of the bankrupt condition of the Proy- 
ince, and the British government sent over an amount of 
coin adequate to meet the expenses of the campaign at the 
rate of exchange current when the bills were issued. 
Seventeen trucks loaded with two hundred and seventeen 
chests full of Spanish dollars, and ten trucks bearing one. 
hundred casks of coined copper, were driven in procession 
up King Street one day in the fall of 1749. Nearly a 
year before, an act, which had been introduced in conse- 
queuce of the presentation of a memorial by Thomas 
Hutchinson, had provided for the withdrawal of the cur- 
rency on the basis of seven and one-half to one for old 
tenor bills,— on condition that the expected cash payment 
should be made by the mother country. In this manner 
the return to a specie basis was finally brought about. 

In conclusion, it may not be amiss to say a word as to 
the general position of Hutchinson, the historian, whose 
called in is disposed of as follows: ‘‘ And the shorter the time is for drawing 
in of Bills the greater will be their value and esteem in the minds of Persons.’’ 
The vague phraseology of the bills is set forth in the following language: 
“*tho’ the Bill says Twenty Shillings are one, from the Province to the Pos- 
sessor, yet it do’s not directly say that the Province shall pay Twenty Shillings 
to the Possessor, but only that this Bill shall be accepted as equal to money by 
the Treasurer.’’ Finally, he points out a way of increasing their value in popu- 
lar estimation. ‘I see no way to raise their Value and esteem among People, 
but by lessening their Quantity and calling them in as soon as fairly may be.” 

This pamphlet came under my consideration too late for notice in proper 
chronological sequence. 
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part in the resumption of specie payments has just been 
referred to. Throughout the period of the discussion here 
under review, Hutchinson had been a consistent advocate 
of the doctrines which were at last accepted by the law- 
making power. Although his history was not written 
until some years after this time, the doctrines which were 
laid down in it must be accepted as his constant and un- 
shaken opinions. It is evident that they were not after- 
thoughts, and many of them are well worthy of attention. 
Speaking of silver and gold as instruments and measures 
of commerce, and the effect upon them of bills, he re- 
marks that of two instruments, one in use in a particular 
state and the other with the whole commercial world, it is 
easy to determine which must leave that particular state 
and which remain. Referring to the proposition that the 
Province should lend its bills, he suggests that this was an 
easy way of paying public charges, which, no doubt, they 
wondered that in so many ages the wisdom of other gov- 
ernments had never discovered. And he calls attention 
to the effect of depreciation of the currency in terms like 
these: by this sinking in value, though the nominal 
sum was higher than it had ever been before, yet the cur- 
rency would produce no more sterling money than it 
would have done before the emissions were made. 
Hutchinson thus deserves to be remembered equally 
with Douglass among the advocates of the principles of 


a sound currency. 
ANDREW McFARLAND DAVIS. 

















A FORERUNNER OF BOHM-BAWERK. 


WHEN in 1884 Béhm-Bawerk, in his Geschichte und 
Kritik der Kapitalzins-Theorieen, passed in review the 
world’s literature on capital and interest, he did not so 
much as mention John Rae. And yet Rae had published 
fifty years before not only by far the best account of the 
nature of capital and interest which had been written 
previous to Béhm-Bawerk, but had even anticipated the 
essential features of that writer’s own theory.* 

The Austrian historian’s silence, in a book which has 
no small claim to be termed exhaustive, is ample proof of 
the general neglect into which this important author has 
fallen. To be sure, the fact that Mill mentioned him 
with some praise, and quoted from his work (of which 
I shall have more to say presently), has preserved his 
name among economists; but, unfortunately, little more 
than his name. Indeed, Rae has been so completely for- 
gotten that his personality has become confounded with 
that of his son, John Rae, a doctor of medicine, and a dis- 
tinguished Arctic explorer. Several biographical diction- 
aries attribute the work on political economy to the Arctic 
explorer, who was born in the Orkneys in 1818, and died 
in London in 1893. Since some of these biographies state 
that Dr. Rae lived from 1786 to 1873, we may infer that 
these are the dates of the birth and death of his father, the 
economist. For further information as to his life, our 
only resource is the Preface and internal evidence of his 
work. From these we gather that he was born a gentle- 
man in easy circumstances, that he received a thorough 

* Statement of some New Principles on the Subject of Political Economy, ex- 
posing the Fallacies of the System of Free Trade, and of some other Doctrines 


maintained in the ‘‘ Wealth of Nations.””> By John Rae. Boston: Hilliard, 
Gray & Co. 1834. 8vo. pp. 414. 
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classical education, and that to some extent he travelled 
abroad.* As a young man he became interested in philo- 
sophical studies; and, in like manner as his fellow-coun- 
tryman Adam Smith, had planned a compendious work 
which should inquire into “the circumstances which have 
governed the history of man or, to vary the expression, 
into the causes which have made him what he is in vari- 
ous countries or has been in various times.” Rae thus had 
hopes of being able to collect at least the materials for a 
“true Natural History of man.” 

From this great design, however, Rae was turned aside. 
Owing to an “unexpected change in his fortunes,” he 
“exchanged the literary leisure of Europe for the solitude 
and labors of the Canadian backwoods”; and, moreover, 
after taking up his residence in Canada, he “ became en- 
gaged in a work on the present state of Canada, and on its 
relations with the rest of the British Empire,” in which 
pursuit he found himself confronted by the received opin- 
ions of the followers of Adam Smith. This contemplated 
work also was never completed,— at least never published. 
But in place of it we have the New Principles of Politi- 
cal Economy, which is, as the full title indicates, a state- 
ment of the reasons on which the author grounded his 
dissent from the teachings of Adam Smith, particularly 
upon the subject of trade policy. These reasons being 
largely “drawn from a modification of principles that 
originally suggested themselves when engaged in more 
enlarged enquiries,” the book was saved from pettiness, 
and became a systematic and important contribution to 
the science. Thus we find a philosophical treatment of 
the subject of capital imbedded in a polemic against free 
trade. 

I have just said that Rae made a contribution to the 
science. He did so, in the sense that his book is such; 
he did not, in the sense that the world heard him or that 


*In 1818 Rae made a tour through Norway (see p. 317). 
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he impressed himself on the development of economic 
thought. Economic philosophy has received from him 
practically nothing except the phrase “effective desire of 
accumulation.” * 

It is plain to us now that Rae’s lack of influence among 
his contemporaries was inevitable. The dominant school 
of economics during the first three-quarters of this cen- 
tury, it must be remembered, was a part of the liberal 
political movement. In England, economists were mem- 
bers of a political party engaged in practical reforms, such 
as the abolition of the corn laws, the usury laws, the laws 
of settlement and combination. Rae, on the contrary, 
was a protectionist, and a most uncompromising and thor- 
ough-going protectionist. His aim was to overthrow 
Adam Smith’s system root and branch,—its principles, 
its precepts, and its philosophical method. In attempting 
this bold work, he erroneously imagined that he was ex- 
posing himself merely to some risk of neglect. He did — 
not foresee that, far from having spent itself, the Adam 
Smith movement was about to achieve new and greater 
triumphs. As partisans, contemporary economists were at 
best little inclined to pay attention to those who preached 


*It should be noticed, however, that Professor Ferrara translated Rae’s 
pook in the Biblioteca dell’ Economista, vol. xi., first series (Turin, 1856). The 
authors included in that volume are Torrens, Bailey, Whately, Ricardo, and 
Rae. The brief prefatory remarks of Professor Ferrara are interesting, espec- 
ially in their closing reference to the ‘‘ modern theory of value.”’ 

“Di Giovanni Rae (sfuggito alle indagini di Mac Culloch ed escluso dalla 
sua Literature of Political Economy) non abbiamo che il cenno fattone da Stuart 
Mill, alle cui parole io devo la curiosit’ con cui cercato il libro di Rae. 
L’ autore scozzese, emigrato per il Canada, ha un fare suo proprio. Malgrado 
le digressioni un po’ soverchie, si legger& con molto interesse 1’ opera sua, 
piena di nuovi concetti, principalmente su cid che riguarda la formazione dei 
eapitali. I] lettore trover& ben poco ad ammirare nella leggerezza dei motivi 
su cui Rae si appogia, quando vuol presentarsi come avversario de’ principii 
di libert& assoluta insegnati da Smith; ma resterd probabilmente sorpreso 
a trovarvi enunciata in termini ben precisi una teoria del valore, quale le 
pid moderne indagini potrebbero indurci a formolarla.”’ 

This note is reprinted in the collected prefaces of Ferrara, Zsame Storico- 
Critico di Economisti, vol. i., part II., p. 404. 
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contrary doctrines; and they naturally failed to distin- 
guish between Rae and critics like Carey and Peshine 
Smith. 

While Rae’s protectionism thus prevented him from 
getting a hearing in England, it also failed to bring him 
popularity even in the United States. A reviewer of Rae 
in the North American Review* said that Rae’s peculiar 
theories were likely to be well received in this country 
because they coincided in general “with the view lately 
adopted, under the name of the American System, as the 
basis of the economic policy of the government.” But in 
this expectation the reviewer was in error. Rae’s work 
was altogether too abstruse and too full of refined argu- 
ment to suit American protectionists. They did not care 
for a systematic exposure of the fallacies of Adam Smith’s 
philosophical system, simply because they did not care 
for either Adam Smith or his philosophy. A sufficient 
defence of protection was common sense and collections of 
“facts.” Further, it should be remembered that Rae was 
a foreigner. If he had carried out his original intention 
of publishing his book in Great Britain, inasmuch as he 
was a British subject and a polished and profound writer, 
he would undoubtedly have received some attention. 
Bringing it out in the United States, he fell between two 
stools, and has practically never been noticed except by 
Mill. 

There is still another and perhaps somewhat whimsical 
reason for the neglect of Rae’s economic theories. His 
stories about the North American Indians and other sav- 
age and semi-barbarous peoples were altogether too fasci- 
nating and engrossing. A reviewer in the Foreign Quar- 
terly Review ¢ soon wearied in following Rae’s close, ab- 
stract reasoning on capital, and broke off with a long quo- 
tation concerning an illustration from Indian life which, 

*Vol.xl., p. 122. The reviewer was Alexander H. Everett. 
t Vol. xv., p. 241. 
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he said, formed a “charming relief to the subject.” The 
quotation begins, “ A North American Indian in his canoe 
comes to an island in some lake or river,” —and so on. 
As the ingenuous reviewer presently adds: “We love 
to accompany the writer in his analysis of the Indian 
mind... .” 

In like manner Mill accompanies Rae on excursions 
into the woods, and quotes from him at length the passage 
beginning, “ Upon the banks of the St. Lawrence there 
are several little Indian villages,” following this up with 
Rae’s account of the Indians in the Jesuit Missions in 
Paraguay and his interesting description of life and cus- 
toms among the Chinese. Rae, we may remark in pass- 
ing, held that among such peoples the progress of industry 
and the utilization of known powers over nature was re- 
tarded by mental defects, and social disorders and uncer- 
tainties of unusual and paralyzing force, which prevented . 
the accumulation of capital. In civilized countries, he 
said with emphasis, the very opposite state of things 
exists. With the psychologically developed peoples and 
the orderly societies of our world, capital waits upon the 
progress of the arts. It speedily fills up any space where 
there is room for it to grow; therefore it can never be per- 
manently deficient. 

Why did not Mill quote from this most original and 
characteristic part of Rae’s teaching,— the really impor- 
tant part? The answer in part is that Mill could not 
break with the doctrine, inherited from Adam Smith, 
that saving and the accumulation of capital needed all 
possible encouragement; in part, no doubt, that he too 
loved to “accompany the writer in his analysis of the 
Indian mind,” and preferred giving his readers specimens 
of Rae’s charming descriptions to unravelling for them his 
intricate and somewhat obscure reasoning on the theory 
of capital. 

Finally, Rae’s lack of influence was due also to his mode 
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of reasoning. His philosophy was too much in advance 
of his time. Economists were not then engaged in laying 
deep the psychological foundations for the elements of 
their science. They were building a superstructure under 
which recent thought has put the foundation. They were 
content with superficial reasoning, much like that of the 
ordinary men of the market place, about the appearances 
of things. Rae’s attempt to go to the bottom could 
receive no support or sympathy from them. 


Rae’s work was many-sided. He was first of all a so- 
ciologist, well equipped with a vast amount of historical, 
anthropological, and general scientific information. He 
presents in his book a comparative study of civilizations 
and of different societies and social strata. He discusses 
at length the philosophy of the progress of the industrial 
arts and of architecture, and also elaborates a theory of 
luxury, with special reference to the use of narcotics and 
alcoholic beverages. 

Political economy he regards as “a branch of a larger 
science, having for its object to trace the laws to which 
man is subject as a moral and intellectual animal, acted 
on by the system of things existing in the world, and 
acting in turn on them.... It has usually been discussed 
under the heads of stock, wages of labor, and rent; and it 
is to the first of these that our investigations are to be 
altogether confined.” Rae departs from this simple pro- 
gram, however, in some important digressions on taxa- 
tion, the principle of division of labor, and more particu- 
larly in an elaborate theory of value, money, credit, and 
banking.* 

On its polemical side Rae’s book is a sustained and 
almost savage attack upon the leading features of the 
economic philosophy of Adam Smith. Of unique impor- 
tance is his criticism of the philosophical method em- 


*See pp. 78, 79, and 164-197. 
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ployed in the Wealth of Nations. This he holds to be 
not at all the true method of induction, but a spurious 
method of systematization of phenomena in accordance 
with preconceived, familiar notions,—a method, as re- 
gards the discovery of truth, especially condemned by 
Bacon in the Novum Organum. Rae quotes with effect 
from Adam Smith’s posthumous work on the History of 
Astronomy to show what a totally erroneous notion was 
entertained by him as to the true aim and method of phi- 
losophy. Adam Smith was pre-eminently a politician of 
the closet; and he used, says Rae, that philosophical 
method which Bacon asserted to be ever the most success- 
ful when the object is not “to gain a knowledge of nat- 
ure,” but “to direct the opinions of men.”* I may re- 
mark in passing that Rae shows himself, in connection 
with this discussion of method, to be well acquainted 
with the works of those later economists whom he re- 
garded as in the main followers of Adam Smith, and fall- 
ing under the same condemnation. Indeed, Rae con-° 
sidered the speculations of the early “classical” writers 
as simply carrying the errors of Adam Smith’s system to 
such a pitch as to make them a reductio ad absurdum. 

Rae’s constructive treatment of the economic politics 
of foreign trade is of a high order. He devotes much 
space to demonstrating the advantage of unrestricted for- 
eign trade under normal conditions. It is the abnormal 
conditions of new countries which call for a departure 
from the general rule, and the employment of “artifice ” 
as a new means to attain the old end,— the most rapid 
progress of national wealth. Upon this principle alone 
does Rae found his defence of protection to young indus- 
tries.t 

This defence of protection was, as has been pointed 
out, the practical object of the book. But for this he 
laid his foundations deep. He conducts a most vigorous 


* Pp. 328-352. Compare pp. 1-8. t Pp. 32-77 and 358-368, 
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siege of the citadel of free-trade philosophy; and in so 
doing devotes considerably more than half his book to the 
elaboration of a new theory of capital and interest. I 
have said that, in his theory of capital and interest, Rae 
anticipated the essentials of the system of Béhm-Bawerk. 
I will now endeavor to give some measure of proof of 
this statement by presenting the principal features of 
Rae’s theory and comparing it step by step with that of 
Béhm-Bawerk. 

First we may note that Rae has the same starting-point 
as Bohm-Bawerk in his theory of the nature of a “good” 
and of “production.” Béhm-Bawerk, it will be remem- 
bered, speaks of the “material services” of goods. A 
house yields shelter which emanates from it, as it were ; 
at length, barring repairs, it is worn out. Rae speaks of 
goods as producing “events” in the future useful to man. 
Production consists in playing off the forces of nature 
against each other, and in fashioning “ materials ” so that 
they take the form of “instruments” which shall yield 
“events” at the proper time in the future. The “ ob- 
jects” of man’s desires are “mere arrangements of mat- 
ter.” “On this account,” he says, “I propose to give 
the denomination of instruments to all those changes that 
for this purpose are made in the form or arrangement of 
the parts of material objects.” * 

The whole body of “instruments” owned by individ- 
uals or communities Rae calls by the general appellation 
of “stock.” This is divided into “stock reserved for im- 
mediate consumption,” such as houses, furniture, clothing, 
which in another connection Rae calls instruments not 
“capable of transfer”; and “ capital” which includes in- 
struments that “supply the future wants of individuals 
owning them, indirectly, either from being themselves 
commodities that may be exchanged for articles directly 
suited to their needs, or by their capacity for producing 
* Pp. 81-86 and 92. Compare p. 320. 
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commodities which may be so exchanged.” Land is here 
expressly excluded from capital because, as we shall pres- 
ently see, it is an instrument sui generis. 

“Capital itself,” Rae continues, “is again subdivided 
into fixed and circulating capital. Fixed capital consists 
of instruments which have a capacity for producing com- 
modities to be exchanged, but are not themselves formed 
for the purpose of being exchanged. Circulating capital 
consists of commodities fitted for being exchanged, or of 
instruments in process of formation into such commodi- 
ties.” * 

Inasmuch as the development of Rae’s. theory is almost 
entirely concerned with “stock” in the broader sense of 
the word,—including all instruments,—and inasmuch as 
he makes elsewhere no use of the narrowed definition of 
“capital,” I shall use the term capital or capital goods as 
being synonymous with what he calls “ stock” or “instru- 
ments.” 

Rae has precisely Béhm-Bawerk’s idea that capital 
goods or “instruments” ripen into finished commodities, 
or “events,” and are at length “exhausted.” He says, 
“Between the formation and the exhaustion of instru- 
ments a space of time intervenes,” which is the same 
thing as saying that the capitalistic process is a rounda- 
bout process. Capital consists precisely of those instru- 
ments which arise in the roundabout capitalistic process 
of production. Rae includes “ warehouse goods,” as does 
Béhm-Bawerk, in the society’s stock of intermediate prod- 
ucts, or capital. A loaf of bread, put apart for consump- 
tion even, is an instrument “until the moment arrives 
when it is consumed.” “It is impossible,” he says, “if 
we call it at first an instrument, to point out when it 
ceases to be so until the moment when it is actually con- 
suming.” On the other hand, it is plain (although he 
does not say so explicitly) that Rae does not include sub- 


* Page 171. 
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sistence as such, under his category of capital goods or in- 
struments. The general drift of his argument shows that 
he regards capital, or stock, as consisting of “ intermediate 
products” and intermediate products only.* 

Rae treats the return on “durable goods” in the same 
manner as Béhm-Bawerk. Land is a “double instru- 
ment”; the circulating capital employed in its cultivation 
is an instrument which is exhausted and renewed every 
year, while the original and indestructible powers of a 
piece of land once brought to a state fit for cultivation are 
an instrument having an infinite period of exhaustion. 
“In this respect,” he says (not because it is no “pro- 
duced means of production”), a piece of improved land is 
unique, differing from all other instruments.| One may 
remark that, after all, land is not unique in this respect, if 
we distinguish among the total expense of cultivation that 
portion which goes in fertilizers or renewal of drains, and 
which is in the nature of repairs or reconstructions of the 
basal instrument. Rae has nothing further to say about 
the rent of land; but, if he did, it is clear that in com- 
mon with Béhm-Bawerk he would regard it as a return 
on capital rather than an unearned increment of gain 
arising from the ownership of a monopoly. Here Rae is 
not so fortunate as elsewhere in avoiding a pitfall in his 
theory. 

In defining public and private capital, Rae lays more 
stress on the nature of their formation than on their purpose. 
Private capital is accumulated through “acquisition.” 
Public capital grows through “creation,” — through the 
formation of new kinds of instruments made possible by 
the discovery of new powers over nature, or by the trans- 
fer of arts to new and favorable environments. Individ- 
uals may grow rich simply through a process of social 
seesaw, in which others grow poor in proportion as they 
gain,— through what Chalmers called a process of “ rota- 


* Pp. 86-89 and 93. t Pp. 107-118. 
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tion.” Public wealth and public capital, on the contrary, 
increase only through “creation,” through making two 
blades of grass grow where one did before. It is upon 
this distinction that Rae founds his objection to the sys- 
tem of Adam Smith, who, he asserts, regarded national 
wealth as increasing through individual parsimony 
alone.* 

Rae, therefore, emphasizes the fact that, under normal 
conditions, in a fully civilized country, the accumulation 
of capital is not the cause but the effect of industrial 
progress. Béhm-Bawerk devotes but a paragraph to this 
idea.t Mill, also, although he adopted Rae’s reasoning 
on this point (without express acknowledgment),f did 
not follow it up to much purpose; in general, he simply 
set forth the principles of James Mill and Ricardo, who 
regarded capital as the cause of progress and were fearful 
of its deficiency. On the other hand, the first seventy- 
seven pages of Rae’s book are devoted almost exclusively 
to such a thorough-going exposition of the true relation 
of cause and effect between capital and progress as should 
have won for it in the science at least attention, if not 
acceptance. 

Says Rae, in one of his many excellent passages: “The 
capital of a state is a mere instrument in the hands of its 
industry to enable it to draw forth the riches with which 
the conjoined powers of nature and art have endowed it. 
A multiplication of instruments is of no avail unless some- 
thing additional be given on which they may operate. 
When invention succeeds in discovering these additional 
riches, the mere view is sufficient, in every well regulated 

*Pp. 12-15. Here, and in several other places, Rae seems to be in- 
oe to Lauderdale for the suggestion of his method of attack upon Adam 

t Positive Theory, p. 92, ‘‘ Capital has, first, a symptomatic importance,” 
and so on. 


t Principles, Book I., chap. xi., Sec. 4 (vol. i. pp. 225, 228, of Appleton’s 
reprint). 
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community, to induce its members to form the new in- 
struments necessary to draw these riches forth. 

“There must be some strong inherent vice in any com- 
munity, where the certain prospect of plentiful subsistence 
does not produce an abundant population. It can only 
be, also, from the effects of some great inherent vice that, 
in any community, a very profitable investment for capital 
can be held out, and yet capital not accumulate with 
rapidity.” * 

It is invention which furnishes additional nutriment, so 
to speak, upon which capital may extend itself and multi- 
ply. “Invention,” says Rae, “is the only power on earth 
that can be said to create. It enters as an essential ele- 
ment into the process of the increase of national wealth, 
because that process is a creation, not an acquisition. .. . 
Wherever it really is, it is recognized as one and the same 
by this its formative capacity. ... From the depths of the 
infinity lying within and without us, it brings visibly be- 
fore us forms previously hidden.” And again Rae says, 
that the diversification of national wealth is also “en- 
tirely the work of art, to the operation of which it 
is impossible to put any bounds. Who can positively 
say what fifty years hence will be the productions of 
any country?” t+ 

Rae devotes a chapter to a refined analysis of the nat- 
ure of the inventive faculty and the causes which have 
prompted its exertion and conditioned the steps of its 
progress, from the first beginnings of civilization to the 
present time. This subject has received too little atten- 
tion in recent discussions of capital and interest. It 
would not be profitable to pursue it further here; but I 
will state one fact pointed out by Rae which often es- 
capes observation. In our world, he says with truth, the 
rapid march of invention depends in great measure upon 
the presence in our society of a body of men of prop- 


* Page 29. t Pp. 15, 208, and 258. Compare p. 204. 
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erty, who are as a class “bold in enterprise, and accus- 
tomed to stake their funds freely.” * 

Rae holds, in common with Béhm-Bawerk,} that after 
the arts have reached a certain stage of development, 
there may be an almost infinite formation of new sorts of 
instruments and new processes — new combinations of all 
kinds — without any actual discovery of new powers over 
nature. There is, then, no assignable limit to the amount 
and varieties of instruments, or the degree of durability 
given them, which may be formed in a society in a sta- 
tionary state of the arts, except that new or more durable 
instruments formed thus through combinations of old ele- 
ments encounter a law of diminishing returns. It is this 
principle concerning the outlet for capital at any time 
which is, in part, the basis of Béhm-Bawerk’s “ technical 
superiority of present goods.” Rae’s position, stated in 
the phraseology of the Austrian writer, is that no limit 
exists to the demand for present means to undertake cap- 
italistic works, because some amount of surplus product 
can always be obtained by the use of more capital. He 
does not follow this up by asserting that here we have an 
additional reason for the premium on present goods.f 

But Iam getting ahead of my story. Rae, as we have 
just seen, states that the use of more and more capital in 
a stationary state of the arts will encounter a law of di- 
minishing returns. On what does this law rest? Do Rae 
and Béhm-Bawerk stand here on common ground? Be- 
fore answering these questions, we must prepare the way 
by examining the central point of both systems,— the mat- 
ter of “ present and future.” 

“ Present goods,” says Béhm-Bawerk, “are, as a rule, 
worth more than future goods of like kind and number.” 
And he adds, “ This proposition is the kernel and centre of 
the interest theory which I have to present.” Says Rae, 
leading up to the subject after Béhm-Bawerk’s own man- 


* Pp, 208-264. t Positive Theory, p. 86. t Pp. 109-118. 
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ner: “It is scarcely necessary to observe that the increase 
to the capacity which may be given to instruments cannot 
be restricted by the inability to devote additional labor 
to their construction ; for, as all instruments at the period 
of their exhaustion return more than the cost of their for- 
mation, they give the means of reconstructing others, re- 
turning also somewhat more largely than themselves. 
There are, nevertheless, in every society causes effectually 
bounding the advance of instruments to orders capable of 
embracing a larger and largef circle of materials... . In- 
struments are all formed by one amount of labor, or some 
equivalent to it,— that is, by something either capable of 
yielding, or itself constituting some of the necessaries, 
conveniences, or amusements of life-—and they return 
another greater amount of labor or its equivalents. The 
formation of every instrument, therefore, implies the sac- 
rifice of some smaller present good for the production of 
some greater future good.” And he further continues: 
“A mere reasonable regard to their own interest would 
place the present very far above the future in the estima- 
tion of most men. ... The actual presence of the imme- 
diate object of desire in the mind by exciting the atten- 
tion, seems to rouse all the faculties, as it were, to fix 
their view on it, and leads them to a very lively concep- 
tion of the enjoyments which it offers to their instant 
possession. The prospects of future goods which future 
years may hold out to us seem at such a moment dull 
and dubious, and are apt to be slighted for objects on 
which the daylight is falling strongly, and showing them 
to us in all their freshness just within our grasp. There 
is no man, perhaps, to whom a good to be enjoyed to-day 
would not seem of very different importance from one 
exactly similar to be enjoyed twelve years hence, even 
though the arrival of both were equally certain.” * 

Rae does not go into Béhm-Bawerk’s refinements in re- 


* Pp. 118 and 120; compare 119, 124, 169. The Italics are mine. 
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gard to “ want and provision for want” in the future, and 
“the technical superiority” of present goods; but is that 
necessary? Is not the essential element of this concep- 
tion the fact that in most men there exists a defect of the 
imagination which either overestimates present provision 
or underestimates the sting of future want? On the 
other hand, since all men have in some degree this defect 
of the imagination, so that present goods are always 
valued above future goods, and there is in consequence a 
market discount on future goods, the further question 
arises, Why, then, should men save for the future at all? 
Béhm-Bawerk’s theory shows how it is possible for those 
who do save to earn interest by buying at a discount the 
present value of future goods; but why should any one be 
willing to save for the sake of earning interest? Rae 
goes into this much more thoroughly than Béhm-Bawerk. 
He emphasizes the other set of motives which pull not 
against but for the estimation of future goods. These 
motives he calls the “social and benevolent affections,” 
and chief among them he reckons the desire of parents to 
leave property to their children. The intensity of this 
passion is the chief effective motive for the progressive 
accumulation of capital in the world. A mere motive of 
personal prudence, Rae says, would prompt only to a 
meagre provision for a rainy day; and the altruistic in- 
stinct as regards others than those near and dear to one is 
commonly weak. It is the desire to found a family, the 
desire to leave one’s children better off, which causes 
most men to toil and save.* 

But to show more explicitly just how, with Rae, interest 
emerges from the partial underestimation of the future by 
human nature in general, or to answer fully the more pre- 
cise question which Rae himself puts in criticism of Adam 
Smith,— “ What is it, in the nature of man and matter, 
that makes anything constitute a capital or yield a 


* Pp, 121-129 and 325. Compare pp. 158 and 222. 
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profit?”—let me again quote: “AlJl instruments, 
whether comprehended under the divisions fixed and 
circulating capital, or stock reserved for immediate con- 
sumption, possess a capacity for supplying the wants or 
saving the labor of man. But the wants which they sup- 
ply and the labor which they save are, in general, not 
immediate, but future. Now, we cannot estimate the 
same amount of labor saved or wants supplied to-morrow, 
and fifty or five years hence, as equivalent, the one to the 
other. Thus if we compare together a hundred full-grown 
trees and as many saplings, it may be that, estimated in 
the supply they yield the wants of futurity, they are 
alike. If the former be cut down to-morrow they may 
yield a hundred cords of firewood, and if the latter be cut 
down fifty years hence they may yield the same. We 
should not, nevertheless, conceive that they were equal the 
one to the other. What measure then are we to adopt for 
comparing them and other such instruments together, and 
thus finding an expression in a quantity of immediate 
labor for the whole capacity of instruments possessed by 
any community, or for the whole stock of that commu- 
nity? The natural method would seem to be the relative 
estimate, which the individuals concerned themselves form 
of the present and future; that is, the strength of the 
effective desire of accumulation of the particular commu- 
nity.”* We may note in passing, that Béhm-Bawerk 
used this illustration of trees and saplings in his earlier 
work ; also that Ricardo, as shown in his lately published 
correspondence with M’Culloch, was totally at a loss how 
to account for the emergence of a surplus value in the 
case of trees which have no further labor bestowed upon 
them after they are once planted. t 

Rae defines the effective desire of accumulation —a 


* Pp, 342 and 171, 172. 


t Letters of Ricardo to M’Culloch, in Publications of the American Economic 
Association, vol. x. p. 153. 
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term which, as I have said, he originated — as “ the deter- 
mination to sacrifice a certain amount of present good to 
obtain another greater amount of good at some future 
period.” He makes an extensive inquiry into the relative 
strength of this desire among different societies in dif- 
ferent periods and among different classes in the same 
society. For this purpose he constructs a table on the 
following plan. “ Every instrument,” he says, “may be 
arranged in some part of a series of which the orders are 
determined by the proportions existing between the labor 
expended in the formation of instruments, the capacity 
given to them, and the time elapsing from the period of 
formation to that of exhaustion.” To give unity to the 
resultant numerical relation between these three factors, 
Rae supposes that the orders in his series are “ deter- 
mined by the period of time at which instruments placed 
in them issue (or would issue if not before exhausted) in 
events equivalent to double the labor expended in form- 
ing them.” For example, instruments of the order A, 
in the series A, B, C, D, yield a return of double their 
cost of formation in one year’s time; instruments of the 
order B in two years; of the order C in three years. 
Those instruments in the order A, or in orders near it, 
Rae calls “the more quickly returning orders”; and 
those in the order Z, or near it, he calls the “ more slowly 
returning orders.” His meaning would perhaps be clearer 
to the mind of the reader if he had used the expression 
more quickly or more slowly doubling orders; for the 
speed with which a capital good of a certain order is 
“turned over,” as we express it, is with him only one of 
the three factors which determine its period of returning 
double and which place it in that order. Rae sums up 
the matter by saying, “ Generally, the proximity of instru- 
ments to A is inversely as the cost and time, and directly 
as the capacity.” * 
* Pp. 119 and 100-108, 
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Now, each of these “orders” under a money régime 
corresponds to a certain rate of interest, because “ instru- 
ments that are lent” must yield “not much less than 
what is paid for their use, otherwise they would not be 
borrowed ; and not much more, otherwise they would not 
be lent.” Instruments of the order A, for example, yield 
100 per cent. compound interest annually; of the order 
B, 41 per cent.; of the order C, 26 per cent.; of the 
order D, 19 per cent., and so on. A rate of 3 per cent. 
would indicate that a society had its instruments at an 
average at the order W; and 2 per cent. would indicate 
an order g in a new series. 

The capital goods of any particular society will be 
placed in this series at an order corresponding to its 
effective desire of accumulation. In a country like China, 
where the effective desire of accumuiation can be aroused 
only by a rate of return of 25 per cent. per annum or 
thereabouts, instruments will be of the order C. The 
Chinese will not work up materials, as Rae puts it, into 
instruments of the more slowly returning orders. In a 
country like Holland, on the other hand, a rate of return 
of only 2 per cent. is sufficient to cause people to save 
and invest; and in that country materials are worked up 
into instruments of very slow return, doubling once in 
thirty-three years and therefore of the order g.* 

Rae asserts that a great disadvantage to science results 
from the calculation of interest and capital in terms of 
money, since by reason of it “the stocks of different coun- 
tries are viewed as differing merely in amount, and every 
increase and diminution of the stock of the same country 

*Pp. 196, 197. Rae’s table of ‘‘ orders’’ of capital goods is altogether dif- 
ferent from Béhm-Bawerk’s diagram of circles of intermediate products. The 
latter merely shows the progression of capital goods into higher forms and the 
final ‘ripening *’ into finished products. Rae’s table demonstrates the relative 
efficiency of different pieces of concrete capital and the number of years’ pur- 
chase at which they may be valued,— the relative strength of the effective de- 
sire of accumulation among different societies and among different individuals 
in the same society. 
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as a simple addition or subtraction of a homogeneous 
quantity.” This is the foundation of “much of the con- 
tradictions in which the reasonings on these subjects are 
involved.” 

But, inasmuch as individuals in any society differ 
widely among themselves as regards their effective desire 
of accumulation, how is it that all the instruments of any 
society stand at approximately the same order? Here 
Rae makes use of the same principle which Béhm-Bawerk 
calls the “ weeding-out process of competition,” although 
he has no long-drawn-out subtleties about “marginal 
pairs.” Rae maintains that those individuals in a society 
who are not disposed to form instruments except at orders 
of more quick return than those generally formed are 
simply shut out of the race. Any capital goods which a 
member of this class may happen to possess in the first 
instance “ he will gradually transfer to other members of 
the society, whose accumulative principle is stronger . 
than his own; for, according to his estimate of the future 
and the present, he will receive more for them than they 
are worth. It thus happens that all the members of any 
society whose accumulative principle is lower than the 
average are gradually reduced to poverty.” And he adds 
significantly a few lines further, “It thus happens that all 
instruments capable of transfer are, in the same society, 
at nearly the same orders.” * 

But, while all capital goods involved in the free play of 
commercial competition in any society are formed or be- 
come capitalized at approximately the same order, this is 
not the case with that great mass of capital goods which 
is held for private use outside business competition. Here 
the greatest diversity obtains. It is by observing, says 
Rae, the kinds of domestic capital owned by different 
classes of the population, that we may judge of the rela- 
tive strength of the effective desire of accumulation of the 


* Page 199. Compare p. 205. 











180 QUARTERLY JOURNAL OF ECONOMICS 


members of those classes. At present, he continues, mem- 
bers of the lower classes buy goods in a hand-to-mouth 
fashion ; they will not accumulate capital in the form of 
coal, for example, in quantities larger than a bushel or 
quarter ton; their clothes, furniture, and utensils are of 
shoddy make, soon worn out, and which cost them a dis- 
proportionate price. They will not buy or hire a thor- 
oughly efficient house. Indeed, Rae shrewdly observes, 
when some people are provided with a superior dwelling, 
they speedily reduce it to the same condition as a house 
which they would naturally build for themselves. Rae 
draws the conclusion that the lower classes may very 
greatly better their condition by accumulating more cap- 
ital in their household economy; and that this exercise 
of private saving and investment is the safest means of 
making a beginning towards becoming in the end savers 
of social capital. * 

Having now considered the drift of Rae’s thought and 
his peculiar terminology, we are in a better position to 
compare the treatment by Rae and by Béhm-Bawerk of 
the limitations to the accumulation of capital on the side 
of its demand,— on the side of the increasing or diminish- 
ing returns of capitalistic production. We may consider 
this first under the supposition of a stationary state of the 
arts. 

“Tf we suppose,” says Rae, “any number of men to be 
fixed to one situation, and their knowledge of the quali- 
ties of materials around them to remain stationary, they 
will naturally first make choice of those materials whose 
powers are most easily brought into action, and which 
produce the desired events most abundantly and speedily. 
But as the stock of materials which any society possesses 
is limited, its members, if we suppose them to add contin- 
ually to the amount of instruments they form out of them, 
must at length have recourse to such as are either oper- 


*Pp. 200-204. 
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ated on with greater difficulty, or bring about desired 
events more sparingly or tardily. The efficiency of the 
instruments produced must, therefore, be generated by 
greater cost; that is, they must pass to orders of slower 
return.” * Thus it will be seen that Rae is in agreement 
with Béhm-Bawerk and von Thiinen in holding that the 
rate of interest is determined, on the side of demand for 
capital, by the productivity of the last increment invested. 
But Bohm-Bawerk states his law of diminishing returns 
for increasing increments of capital as being caused 
entirely by an extension of the capitalistic process in point 
of time. With Rae, the operation of this law is due to 
working up materials to a greater degree of fineness and 
to employing more refractory materials. The increase of 
capital under such conditions, takes place, as it were, under 
pressure, and by reason only of an increasing strength of 
the effective desire of accumulation. To such increase 
of capital Rae gives the technical name “accumulation of 
stock.” ¢ 

This difference between the two authors is of still 
greater importance, when we consider what takes place 
under a progressive state of the arts. 

Béhm-Bawerk’s account of the increase of capital and 
its gain under this last condition is obscure and wavering. 
Holding to the dominant principle that all normal advance 
in the arts necessarily involves the disadvantage of a pro- 
longation of the process, he practically cuts himself off 
from recognizing the fact that the advance of the arts is a 
counteracting force to the law of diminishing returns in 
capitalistic production, and that it operates to sustain the 
rate of interest. His main position is that all advance in 
the arts is extension of the roundabout methods; and all 
extension of roundabout methods gives, after a time, di- 


*Page 113. Compare pp. 109-118. 


t Pp. 258-264. This term is used in contradistinction to ‘augmentation of 
stock ’’ which is facilitated ‘‘ through the operation of the principle of inven- 
tion.” As a neutral term Rae uses the expression “‘ increase of stock.” 
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minishing returns. He saves himself by saying “after a 
time ” ; but he does not bring out with any prominence the 
idea that even temporarily the operation of the law of les- 
sening returns may be retarded by advance in the arts. 
The Positive Theory points out,* to be sure, that every new 
invention alters the data by which we may make any defi- 
nite judgment of the relation of the amount of the sur- 
plus product to the length of the technical process; and 
in this connection furtively admits in a foot-note, as will 
be remembered, that “often a happy invention may lead 
to a better, and at the same time shorter way of produc- 
tion, such as the manufacture of certain dyestuffs from 
chemical instead of plant bodies.” Again we find,t “It 
is also an acknowledged empirical fact that the discovery 
of new and more productive methods of production, out- 
lets, business opportunities, etc., which conduce to check 
the fall of surplus returns, tend to raise the rate of in- 
terest,” while the opposite has the contrary effect. These 
passages constitute, however, almost the sole recognition 
to be found in the Positive Theory of the réle which in- 
vention or improvement plays in the progress of capital- 
istic production and the maintenance of the rate of in- 
terest. 

Elsewhere than in his book,f in reply to one of his 
critics, Bohm-Bawerk is brought to make the definite ad- 
mission that the constant effect of the progress of inven- 
tion is to throw back capital goods to a lower “ plane ” as 
regards the length of the process. But, he says, on the 
lower plane the longer roundabout process still remains 
more productive than any shorter roundabout process. 
Intent on maintaining his own peculiar views, he fails to 
follow up his recognition of the dynamics of invention,— 
the recognition of the fact that the constant recurrence 
of inventions constitutes a law which retards the opera- 


*Pp. 85 and 86. t Ibid., p. 402. 
t Quarterly Journal of Economics, vol. x. No. 2. 
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tion of the contrary law, the law of diminishing returns. 
“We usually understand by the term” (invention), he 
continues, “a very considerable innovation based on some 
unusual exercise of ingenuity and much excelling what 
has preceded. Such is sometimes the course of events 
with new roundabout methods, but by no means always 
or even frequently.” * And he even goes on to say that 
often there must be an increased strength of the accumu- 
lative principle in society before a new invention may 
come into use. Now this, as we have seen, is precisely 
what Rae said must take place under a stationary state of 
the arts, when society is forced to make minor improve- 
ments because it has no new inventions to exploit. In- 
deed, it seems that the imperfections of his theory of capital 
put Béhm-Bawerk under the necessity of underrating the 
importance of invention, or at least of slighting this subject. 

Rae presents a marked contrast to Béhm-Bawerk in that 
he fully recognizes the significance of inventions, and dis- 
tinguishes sharply between a stationary and a progressive 
state of the arts in society,— between capitalistic statics 
and capitalistic dynamics. He makes it very clear that in- 
vention is the great counteracting force to the diminishing 
returns which normally attend upon increased “ accumula- 
tion.” Invention increases the productivity of the marginal 
increment of capital; and it does this, not by extending 
the roundabout process (to use Béhm-Bawerk’s term) nec- 
essarily, but more often by the very opposite, by quicken- 
ing the rate of exhaustion of instruments, or by increas- 
ing their efficiency, or by lessening their cost, or by all 
three. According to Rae, invention will cause the sum 
total of social capital to increase enormously, not because 
more “intermediate products”—to again quote Béhm- 
Bawerk —are needed in a necessary prolongation of the 
roundabout process, but simply because more capital 
goods can be employed in a more efficient process, which 


* The Italics are mine. 
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may be longer or shorter. He points out that sometimes 
an invention of great importance will cause little ad- 
ditional profit or increase of capital in its own specific 
branch of industry, while in the general field of indus- 
try which it effects it will cause capital to be increased 
very greatly. To use his own words: “As it is the 
effect of improvement to carry instruments into orders 
of quicker return than the accumulative principle of the 
society demands, a greater range of materials is brought 
within reach of that principle, and it consequently 
forms an additional amount of instruments.... The 
amount thus wrought up, until the process stops, by the 
total instruments constructed arriving at an order cor- 
respondent to the effective desire of the accumulation of 
the society, must depend entirely on the nature of those 
materials, and is therefore always a variable quantity, 
and one never to be ascertained previous to the event.” * 
And again he says, from a different point of view, “ Every 
individual endeavors to exhaust, as speedily as he can, the 
capacity of the instruments which he possesses.” | The 
corollary of this, that men constantly strive to acquire 
new sorts of instruments which will have a shorter period 
of exhaustion, is abundantly set forth. With Rae the 
essence of the inventive faculty is not to push old methods 
farther at greater cost, but to discover short cuts, to 
“ create.” 

Certain “improvements” in the organization of society 
and business Rae treats as analogues of invention. 
When, for example, a new and profitable trade is estab- 
lished between two countries, the effects are equivalent to 
an invention affecting in each country the production of 
the commodities exchanged. In like manner, the increase 
of common honesty in business relations, and of general 
security in a community, by saving the time and expense 
of guarding against deceptions, makes “instruments” in 


* Pp. 261, 262. t Page 164. 
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general more productive and tends to sustain the rate of 
profit. Increased activity and foresight of merchants and 
those engaged in transportation have, again, the same 
effect. But perhaps the most important of all the indirect 
influences which carry the capital of a community to the 
highest pitch of productivity is the improvement and gen- 
eral extension of banking. All these different industrial 
phenomena Rae brings into harmony with and support of 
his leading principle of capital by saying of each of them 
that they operate “by lessening the distance between the 
periods of formation and exhaustion,” and hence have “a 
powerful tendency to preserve instruments in the more 
quickly returning orders.” * 

The principle of the division of labor, apparently inde- 
pendent, is treated by Rae as an adjunct of “improve- 
ment”; and here he takes sharp issue, as did Lauderdale 
before him, with the teaching of Adam Smith. Accord- 
ing to Rae, division of labor is not the cause but the effect: 
of the progress of inventions and the increase of capital. 
It arises in order that there may be no “superfluous in- 
struments,” and that “each set of tools may form an 
instrument much more speedily exhausted, and therefore 
of an order of quicker return than before.” Adam Smith 
misses the point when he assumes that in the main “the 
acknowledged advantages of it (division of labor) proceed 
directly from the increased efficiency of the labor of the 
workman.” Says Rae, the increased manual dexterity, 
by reason of division of employments, cuts no figure ex- 
cept in the early stages of any art, “ where the implements 
are exceedingly simple, and where, of consequence, the 
hand is the great operator.” t 

As regards the influence of high or low wages upon 
progress in the arts and the rate of interest, Rae agrees 
with Béhm-Bawerk. High wages have the effect of stim- 
ulating improvements in the arts, while low wages have 


* Pp. 303, 313, 314, 175, and 185-187. Tt Pp. 164, 165, and 352-354. 
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the contrary effect and enable a society to work up its 
materials into instruments of slower return than, with the 
existing strength of the accumulative principle, would 
otherwise be formed. To use his words on this latter 
point: “A low rate of wages may be esteemed, in its 
direct effects, as producing the same results as an improve- 
ment in the quality of the materials operated on, or an 
extension of the power to operate on them, through an ad- 
vance in the progress of invention. All these cause the 
same returns to be produced from a less expenditure, or 
greater returns from the same expenditure. They all, 
therefore, place a greater range of materials within com- 
pass of the accumulative principle, and occasion the con- 
struction of a larger amount of instruments.” * 

Rae speaks of invention in several places as increasing 
the “absolute stock” of a society. By the term “ abso- 
lute stock ” he means the estimation of the total capacity 
of the instruments owned by a society in terms of present 
days’ labor. An instrument, for example, yielding in five 
years the equivalent to two days’ labor, will be estimated 
as worth one day’s present labor in a society whose 
strength of effective desire of accumulation carries it to 
the formation of instruments of the order E, doubling in 
five years. If, then, in such a society, a very great and 
general improvement should suddenly increase the capac- 
ity of the total stock of instruments, so that they return 
double their cost of formation in two and a half years, 
the “absolute stock” of that society would be doubled. 
The instruments would be valued at double what they 
were before, and the society would instantly begin to 
augment its capital by working up “into analogous in- 
struments, inferior or more stubborn materials, or by 
working up similar materials more laboriously.” It is 
thus that “every improvement animates industry.” On 
the other hand when the total stock of instruments be- 


* Pp. 253 and 131. 
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longing to any society is estimated in terms of money, to 
capital and stock so estimated Rae gives the name “ rela- 
tive capital and stock.” It is obvious that inventions do 
not at once increase the “relative stock” of a society, 
although they do so ultimately. * 

In this connection Rae does not fail to point out the 
importance of distinguishing between a high rate of profit 
caused by a recent advance in invention in a community, 
and a high rate due to a deficiency in the strength of the 
effective desire of accumulation. “The want of a clear 
perception of this distinction,” says he, “seems to have led 
Adam Smith and some other writers to speak of high 
profits as generally prejudicial.” + Rae has a test which 
he would apply to ascertain whether high profits are a 
symptom of health or disease. “If, in any society, instru- 
ments be at orders of speedy return, and we have not the 
means of ascertaining whether or not this proceeds from 
the actual recent progress of invention, we may fairly con- 
clude it does so, if, in that society there be much economy, 
little luxury, good faith in exchanges, fidelity in the dis- 
charge of promises, credit consequently extensively pre- 
vailing, and few breaches in the peace, or transgressions 
of the laws of the community. If, on the contrary, there 
be little economy, much luxury, a want of good faith and 
fidelity, credit narrowed, frequent public and private 
crimes, we may certainly conclude that this position of 
instruments arises from a deficiency in the accumulative, 
not from recent progress of the inventive principle.” ¢ 

To sum up: Rae maintains that all capitalistic proc- 
esses are time processes. Instruments produce their 
effects, are exhausted during a certain lapse of time. But 
time is only one of three variables which determine the 
rate of return; and it is a factor which varies inversely 
with that rate. The other two variables are “cost of for- 
mation” and “capacity.” It is the function of “inven- 


*Pp. 172,173. Compare pp. 262, 263. t Page 263, t Page 322. 
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tion” or “improvement” to increase the capacity or de- 
crease the cost of formation or quicken the exhaustion of 
instruments,— or to do all three,— and thus to enable any 
society to multiply the amount and the varieties of its in- 
struments, without incurring the penalty of an increasing 
drag from the sacrifice of time, and so without forcing it 
to a more strenuous exercise of the effective desire of ac- 
cumulation. Rae might agree with Béhm-Bawerk’s state- 
ment that “it is an elementary fact of experience that 
methods of production which take time are more produc- 
tive.”* But he would not agree to the converse of this 
proposition, which seems to run throughout Béhm-Ba- 
werk’s reasoning,— that even in relation to an advance in 
the arts the more productive methods, except in rare 
cases, demand more time. 

In finally answering the question raised some time ago 
whether with Rae and Béhm-Bawerk the law of dimin- 
ishing returns on capital rests on the same foundation, 
let us first make certain that we understand the position of 
Bcéhm-Bawerk. Fortunately there is here little room for 
doubt, owing to a most explicit statement made by him 
in reply to criticism. The query was suggested by Profes- 
sor Macvane f “ whether, independently of the law of di- 
minishing returns from natural agents, the additions to cap- 
ital must fail to add correspondingly to the product...” ; 
and he went on to say that he suspected that Béhm-Ba- 
werk’s law of diminishing returns on capital was “the 
same thing as the familiar doctrine of diminishing returns 
from natural agents.” In reply Béhm-Bawerk says, ‘ The 
law which I have laid down has a very different content 
from that of the law of diminishing returns from land. 
The latter declares that, even though more labor, direct or 
indirect, be applied to a given area of soil, the latter appli- 
cation of labor will yield a smaller product than the earlier. 
My law declares that if the same quantity of labor, but 


* Positive Theory, p. 260.  t Quarterly Journal of Economics, vol. v. No. 1. 
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spread over more time, is applied in any branch of pro- 
duction, the greater length of time will indeed, as a rule, 
bring a larger product, but in the later extensions a less 
increase of product than in the earlier.” This express 
denial of a law of diminishing returns resting upon nat- 
ural agents, in respect to capital, shows conclusively that 
upon this point Béhm-Bawerk and Rae are not on com- 
mon ground. 

Rae’s theory of capital will not be complete without 
calling attention to one topic which forms an integral 
part of it, and which is not touched upon by Béhm- 
Bawerk. This is the relation which the philosophy of 
capital bears to that of luxury. Rae’s argument, as we 
have hitherto considered it, has proceeded upon the 
hypothesis that, in comparing the capacity of two or more 
instruments which supply wants of the same sort, we may 
in general measure them “by the relative physical effects 
resulting from the action of the events brought to pass 
by them.” But there are numerous instances “ where the 
relative capacities of instruments of the same sort depend 
on other causes than their physical properties,” All in- 
struments which minister to luxury, so far as they are 
pure luxuries, which are desired for the purpose of giv- 
ing distinction to the user, or flattering his vanity in any 
way, come under this head. Most luxuries have, to be 
sure, a certain substratum of real utility; but their chief 
value arises from the fact that they minister to vanity. 
Luxury “gives no absolute enjoyment, it is all relative, 
as much as one is raised by it, another is depressed... . 
To increase facilities of production of luxuries, therefore, 
brings no addition to the absolute capital” of society. 
Thus vanity “absorbs ” or “ dissipates” the possible bene- 
fit of the progress of the arts in trades of luxury, because 
when improvements cheapen the commodity, the luxu- 
rious consumers require all the more of it, in order to 
make the same show, or they refuse to use it altogether 
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if it becomes too cheap and plentiful. Rae further ob- 
serves, “ The different effects arising from the action of 
the inventive faculty, as it operates on utilities or lux- 
uries, afford a means of distinguishing the one from the 
other. The progress of invention extends the consump- 
tion of utilities; it diminishes the consumption of pure 
luxuries.” * 

Finally, I think it may be said that, for penetration and 
power of philosophical reasoning, Rae, as an economist, is 
second to none. With such mastery of the fundamental 
causes of economic phenomena, it is not surprising that he 
anticipated Béhm-Bawerk’s theory of interest, in the sub- 
stance of its leading features and in many of its details, 
and even to a great extent in the exact form of its ex- 
pression. He did more; he expanded that theory on some 
sides in which it was lacking, he avoided its greatest 


errors. 
C. W. MIxtTER. 


* Pp. 93-94, 289, 290, and 292. Compare pp. 300, 307, 309-311. It is evident 
that in regard to the production of ‘‘luxuries,”” Rae would agree with Mr. 
Bonar (Quarterly Journal of Economics, vol. iii. No. 3) that ‘Great quan- 
tity and great value are, indeed, almost [entirely] inconsistent with each other.” 
Rae, however, would not agree that this is true of the production of “ utili- 
ties.” ‘* With regard to such commodities,”’ he says, ‘‘any general evil re- 
sulting from overproduction is quite impossible.’’ The clew seems here to be 
given to the solution of a perplexing problem in the theory of value. For 
further details of Rae’s theory of value, see pp. 166-170 and 301-311. 














SOCIAL AND ECONOMIC LEGISLATION OF THE 
STATES IN 1896. 


Tue task of reviewing State legislation in the “even” years 
is rendered somewhat easier by the fact that only six States 
have annual sessions, while three-fourths of the remainder hold 
their biennial sessions in the “odd” years. Hence there were 
but sixteen legislative sessions in 1896; and of these, three — 
in Vermont, Georgia, and Alabama — occurred too late in the 
year to admit of any account of their proceedings in the pres- 
ent report. A new-comer among the State legislatures is that 
of Utah, which held its first regular session in 1896. None 
of the Territorial legislatures was in session during the year. 

An interesting legislative movement in the South has had 
for its object the suppression of lynching and other forms of 
mob violence. In 1893 Georgia and North Carolina made 
lynching a felony, and required sheriffs to summon a posse 
whenever there was reason to believe that a lynching would — 
be attempted. In December, 1895, the Georgia law was 
amended so as to require the sheriff or other officer to re- 
port the names of persons engaged in attempts to interfere 
with the execution of justice. Failure to make such report, 
or the rendering of a false report in any case, was made a suf- 
ficient cause for removal from office by the governor on pre- 
sentment of the grand jury. In North Carolina, in case the 
county commissioners failed to furnish a guard for protection 
against a lynching party, after the sheriff had called on them 
for such a guard, the county was made liable for damages re- 
sulting from the lynching. In South Carolina this principle 
of liability has now been still farther extended, so that the 
county is compelled to pay $2,000 in case of any death from 
lynching, regardless of the conduct of the officers, and may 
recover damages in turn from individual offenders. On proof 
of connivance with lynchers, an officer charged with the cus- 
tody of a prisoner is disqualified thereby for any public office. 

In Ohio, also, where mob violence had begun to be more 
prevalent, perhaps, than in most Northern States, the legis- 
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lature has provided that the person injured thereby, or his 
heirs, shall have a right of action against the county. The 
limit of damages thus recoverable is placed at $5,000, and the 
county, in turn, may recover from the participants in the out- 
rage. 

The most important legislation of the year dealing directly 
with the liquor traffic was the New York tax measure, known 
as the Raines Law, which completely revolutionizes in this 
State the method of regulating the traffic. It abolishes the 
local boards of excise, to whose hands, under the old system, 
the licensing of liquor shops was intrusted. It throws the 
business open to all who wish to engage in it and who pay the 
required tax, which is a much larger annual sum than the 
former license fees; but the traffic is placed under certain new 
restrictions. It is provided that no new license shall be 
granted to any dram-shop within two hundred feet of a school 
or church, or within two hundred feet of residences, without 
the written consent of two-thirds of the property owners. 
Licenses, too, may be revoked on application to the courts by 
individual complainants, and any liquor-seller who forfeits his 
license or violates the law is to be denied a second license 
for the period of five years. Every interior must be exposed 
to view from the street during closed hours. “Free lunches” 
are absolutely forbidden in licensed places. Clubs are placed, 
as regards prohibited hours, under the same restrictions. 
Restaurants are forbidden to serve liquor with meals on Sun- 
days. But this prohibition does not apply to hotels, and it 
has not been found difficult for restaurants and dram-shops to 
transform themselves into “hotels,” as the latter are defined 
in the terms of the law, and so to virtually nullify the effect of 
the provision.* 

The revenue and administrative features of the Raines Law 
have naturally attracted much attention. It should be re- 
membered that the fees for licenses in New York, as com- 

*In the course of the State Senate Committee’s investigation, held in Decem- 


ber, the fact was elicited that there had been 1,700 arrests in New York City for 
violations of the Raines Law, and only sevent convicti These failures to 





convict seem to have been very generally due to the “hotel” clauses, which 
invite evasion of the Sunday restrictions. By furnishing ten rooms for lodgers 
and serving sandwiches with liquor, any place was held to constitute itself a 
“hotel” within the meaning of the statute. 
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pared with those exacted in other States, had been absurdly 
small. In New York City, for example, the license fee was 
only $250 a year; and in Albany, only a few years ago, nearly 
a thousand drinking-places were licensed at $30 each. Under 
the new system the annual tax in New York City is $800, in 
Brooklyn $650, in Albany and the other cities of that class 
$500, and in smaller places from $100 up. Of the proceeds 
from this largely increased impost one-third goes to the State 
government and two-thirds to the county. In doing away 
with the local licensing authorities and thus removing the chief 
opportunities for the exercise of corrupt political influence 
which existed under the old system, New York followed very 
closely the example of Ohio; but the New York law intro- 
duced methods for the collection of the tax which differed 
widely from those there adopted. New York commits the 
collection of all license taxes to State authority, while Ohio 
leaves it to the local officers to be dealt with like any other 
tax. New York, to this extent, imitated South Carolina in 
creating a State administrative department with an important 
system of patronage. Beyond the issuing of licenses and the 
collection of fees therefor, the State Excise Commissioner and 
his numerous subordinates seem to have accomplished little 
thus far. The real work of enforcing the law is still in the 
hands of the local police and the courts. 

As a revenue measure, the Raines Law seems to have met 
all reasonable expectations. As a measure of temperance re- 
form, it has proved far from satisfactory. It has closed some 
of the smaller drinking-places; but, in New York City at 
least, it is questionable whether the small places which were 
unable to pay the tax of $800 were as great a menace to 
public morals as the more prosperous ones which have paid 
the fee and many of which are now masquerading as “ Raines 
hotels.” “High license,” in itself, advocated by many as a 
step towards prohibition, has not really achieved in New York 
any important results in the way of limiting the liquor traffic. 
The new law has unquestionably made Sunday liquor-selling 
more difficult than before, and with proper amendment may 
be able effectually to prohibit it. The anti-screen requirement 
has been generally commended, and is the most effective and 
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rational aid which the law has provided for the enforcement 
of Sunday closing. The law also protects the residence por- 
tions of cities from the evils of intruding dram-shops, and to 
small towns it gives local option. These gains may seem 
from the radical reformer’s point of view unimportant; but, 
when taken in connection with the abolition of the excise 
boards and their attendant evils, it would seem that they 
should afford some ground for encouragement to those who 
are working to secure a more effective restriction rather than 
the total prohibition of the traffic in intoxicants. 

Iowa, having tired of half-way measures in dealing with the 
cigarette evil, has finally placed an absolute embargo on the 
manufacture and sale of all cigarettes of whatever material 
composed. Other instances of legislative interference in pri- 
vate business, presumably in the interest of the general well- 
being, are the New Jersey law requiring all bread to be sold 
by weight at retail and the South Carolina prohibition of the 
manufacture and sale of imitation butter and cheese except 
when duly marked in a way to indicate its character. Utah 
also provides against deception and fraud in the sale of dairy 
products. 

After many fruitless efforts in New York to extend the pro- 
visions of the factory-inspection law so as to cover mercantile 
establishments, an enactment has finally been made which 
aims at the same or similar ends, and seems likely to accom- 
plish some measure of the practical reforms so long sought by 
those who have perceived the evils to which the employment 
of women and children in the great “department stores” of 
cities is necessarily exposed. The primary object of the meas- 
ure was understood to be sanitary improvement, and after con- 
siderable debate it was finally decided to put the enforcement 
of all the provisions in the hands of the health officials instead 
of in the hands of the factory inspectors, as had been origi- 
nally proposed. Thus it is made the duty of the health 
officers to see that no child under fourteen years of age is 
employed in any mercantile establishment ; that no male under 
sixteen and no female under twenty-one shall work in such an 
establishment at the rate of more than ten hours a day or 
sixty hours a week, or before seven in the morning or after 
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ten in the evening (excepting during the Christmas holidays, 
when overtime work is permitted); that proper and convenient 
lavatories and toilet-rooms are provided, that the women em- 
ployed have seats, that basements in which employees are 
required to work shall be properly lighted and ventilated, and 
that all employees shall be allowed forty-five minutes for a 
mid-day meal. In the case of each child employed, the Board 
of Health’s certificate as to the child’s age and physical ability 
to perform the task assigned him is requisite, and the parents 
. or guardians must be able to show that the child has had one 
year of school instruction. 

The new Ohio law dealing with the “sweat-shop” evil 
seems to leave little to be desired in the way of definite state- 
ment. In this respect it is certainly an improvement over 
similar laws passed during the last few years in other States. 
Its purpose is stated in the title to be the preservation of the 
public health, and its restrictions are declared to apply to all 
apartments occupied for “carrying on any process of making 
any kind of wearing apparel, or goods for male or female: 
wear, use, or adornment, or for the manufacture of cigars, 
cigarettes, or tobacco goods in any form, when such wearing 
apparel or other goods are to be exposed for sale or to be sold 
by manufacturer, wholesaler, or jobber, to the trade or by re- 
tail.” But an exception is made as regards apartments thus 
used by immediate members of the family which occupies 
them as a domicile. All rooms so used for workshop or fac- 
tory purposes must be “separate from and have no door, 
window, or other opening into any living or sleeping room of 
any tenement or dwelling.” Such factory or workshop rooms 
are never, under any circumstances, to be used as living or 
sleeping rooms. Beds, bedding, and cooking utensils are for- 
bidden in them. Direct entrances from the outside are re- 
quired, and each person employed in such work-rooms must 
be provided with two hundred and fifty cubic feet of air space 
by day and four hundred by night. Provision is also made 
for proper and necessary toilet accommodations; and under 
this head the law’s demands are specific and seemingly incapa- 
ble of misconstruction. The factory inspector is empowered 
to order the closing of shops and factories which fail to con- 
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form with the provisions of this law, and to arrest and prose- 
cute delinquent proprietors or managers. Those failing to 
comply with the law are debarred from any contract for work, 
notice of their delinquency having been given by the factory 
inspector; and all firms and corporations giving out work are 
required to keep registers of those persons with whom con- 
tracts are made. Finally, all traffic in goods made in violation 
of the law is prohibited, and the customary penalties of fine or 
imprisonment are prescribed. It may be noted in this con- 
nection that all the effective statutes thus far enacted for the 
purpose of suppressing the “sweat-shop” evil have been based 
on considerations of public health solely. The Illinois act of 
1893,* however, was held to be unconstitutional on the ground 
that its provisions concerning hours of labor interfered with 
the right of private contract, while it did not seem to the 
court that the measure was primarily in the interest of public 
health. 

Maryland prohibits the use of coal-oil or gasoline in “ sweat- 
shops,” and requires fire-escape equipment. 

New York was the first State to place bake-shops under spe- 
cial sanitary regulations and to attempt a systematic restric- 
tion of the hours of labor in them. New Jersey has now 
passed a law very similar to that of New York, fixing the 
hours of labor at ten a day, or sixty a week, and prohibiting 
the future use of cellars or basements for bakery purposes. 
Ohio and Massachusetts have adopted like restrictions. New 
Jersey requires hereafter the bi-weekly payment of wages by 
every manufacturing, mining, quarrying, or lumbering cor- 
poration or partnership. The State Factory Inspector is 
empowered to institute judicial proceedings in case of breach 
of this law. 

The New York Legislature authorized the opening of free 
State employment bureaus in New York City similar to those 
conducted for several years in Ohio. 

In Utah the employment of children under fourteen, or 
of any female, in mines or smelters is absolutely forbidden. 
Eight hours is prescribed as the legal day’s labor in mines and 
smelters, and this latter provision has been declared constitu- 


*See Quarterly Journal of Economies, vol. viii. p. 233. 
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tional by the Utah Supreme Court. The constitution of the 
State, in fact, directs the legislature “to provide for the health 
and safety of employees in factories, smelters, and mines.” 
The court held that a limitation of the labor of miners, who 
must work underground in unhealthful surroundings, to eight 
hours a day, was in strict conformity with the constitutional 
provision above quoted. The Utah legislature, at this its first 
session, passed several other laws affecting labor in various 
relations. Thus the practice of “blacklisting” employees is 
prohibited, and a penalty is imposed on the employer so 
offending. Provision is made for the appointment of a State 
Board of Arbitration and Conciliation, whose duty it shall be 
to act on every application of employer or employee, or of 
both, in case of differences requiring adjustment by a third 
party. One of these commissioners must be an employer of 
labor, the second an employee, and the third a member of 
neither class. Fellow-servants are distinguished by statute 
from vice-principals. The employees in one department of 
service are not to be held as fellow-servants with those in 
another department. In all receiverships in Utah, laborers’ 
wages are preferred debts, and when successful in a suit for 
wages all employees are entitled to attorney’s fees at public 
charge. 

On the subject of education, the compulsory school attend- 
ance laws of Kentucky and Utah, the free text-book laws of 
Iowa and Maryland, the general free-school law of South 
Carolina, and the revision of the laws governing the school 
system of New York City, are perhaps the most important 
enactments of the year. Kentucky requires of children 
between the ages of seven and fourteen a school attendance 
of only eight consecutive weeks in each year; and separate 
schools are provided for white and colored children, Utah 
requires an annual attendance of twenty weeks, ten of which 
shall be consecutive, between the ages of eight and fourteen. 
Mississippi establishes a State system of teachers’ examina- 
tions. New Jersey and Ohio make possible the creation of 
teachers’ pension funds. Utah provides that women teachers 
shall have the same compensation as men for like services 
when holding certificates of the same grade. 
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Ohio follows Illinois in an effort to provide by legislation 
for the registration of land titles and to simplify the transfer 
of land. The attempted adaptation of the so-called Torrens 
system in the city of Chicago was described in this Journal* 
one year ago. That attempt was received with less enthusiasm 
than its supporters had anticipated ; and about a year after the 
election, at which the voters of Cook County by an over- 
whelming vote accepted the law, it was declared unconstitu- 
tional by the Supreme Court of the State, and all operations 
under it were discontinued. The sole point on which the 
court pronounced related to the powers conferred on the 
county recorder, who by the Torrens law was made registrar 
of titles. These powers, the court held, were judicial in char- 
acter, not purely administrative, and hence were such as could 
only be exercised, under the State constitution, by judicial 
officers. The Ohio legislators apparently foresaw this con- 
struction of the Illinois law and forestalled any similar objec- 
tion by requiring applications for registration of titles to be 
made to the probate courts, which have full equity and general 
jurisdiction in all matters under the act. The probate court’s 
order to register title, after it has been finally determined, is 
filed with the county recorder. 

On taxation few laws of significance have been enacted. 
Iowa has adopted the collateral inheritance tax, applying it to 
estates above $1,000, fixing the rate at 5 per cent., and ex- 
empting charitable, educational, and religious societies within 
the State. Virginia establishes the same rate, and makes the 
tax applicable to all estates passing to collateral heirs, without 
exemption. In taxing mortgages Maryland adopts the rule 
that the mortgagee shall annually pay 8 per cent. on the 
gross amount of the interest paid on the mortgage, one-fourth 
of this tax to go to the State and three-fourths to the county. 

Corporations in Utah are assessed as other property, but by 
the State Board of Equalization; while insurance companies 
are required to pay an annual tax of 1} per cent. on gross 
receipts from premiums collected in the State, after deducting 
any property tax paid by the companies within the State. 
Ohio will hereafter tax all lighting, water, pipe-line, street 
* Vol. x. p. 223. 
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railway and steam railway companies one-half per cent. on 
their gross earnings. Freight line companies are to be taxed 
1 per cent. on their capital and property within the State. 
Iowa imposes on express companies a State tax of 1 per cent. 
on gross receipts. 

Among the year’s new laws affecting corporations the Ken- 
tucky statute regulating the reorganization of railway com- 
panies is one of the most important. The chief provisions of 
this measure may be summarized as follows. After a railroad 
or bridge corporation shall have become insolvent and passed 
into the hands of a court under proceedings to enforce a mort- 
gage or collect a debt, the holders of a majority of any class 
of the company’s securities, or any class of creditors, may pre- 
pare and submit to the court a plan of reorganization provid- 
ing (1) for the payment of taxes and of all debts for labor, 
materia's, and supplies entitled to a lien; (2) for the payment 
or assumption of debts secured by lien prior to that of the 
creditors proposing the plan; (3) for the issue of new secur- 
ities and their distribution among the security holders of the 
class to which the proposers of the plan belong and those 
holding subordinate claims. On receipt of such a proposition 
as this, the court is directed to give notice, creditors are per- 
mitted to file objections to the plan, and, after due hearing, 
the court may approve, amend, or reject the plan as proposed. 
If it is finally approved by the court and assented to by the 
holders of three-fourths of the securities and other claims, the 
court is empowered to declare the plan adopted and to pro- 
vide for its execution. If no such plan of reorganization is 
proposed, the court may order a sale of the property; and, 
if security holders buy, they shall pay in part by surrendering 
their securities as the court may order.* 

The principal “anti-trust” laws of the year were those 


* The chief purpose of this law is to protect the interests of investors in rail- 
road property by making every reorganization the subject of judicial investiga- 
tion before the appointment of receivers, thus securing for the whole body of 
creditors, and for every other interest involved, a full and impartial hearing. 
Under the existing system of railroad receivership appointments, the control of 
the property is frequently retained by the debtors, who practically choose the 
receivers, A full discussion of this practice is contained in Mr. Moorfield Storey’s 
address as president of the American Bar Association at the Saratoga meeting in 
August last. 
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passed in Mississippi and Utah. In Mississippi it is proposed 
to confer on every citizen who suffers from the operations of 
“trusts and combines” in cornering the market in any com- 
modity the right to recover $500, together with all actual 
damages, in an action against any party to the combination ; 
and this applies to combinations formed outside the State as 
well as to those of local origin. Utah prohibits “any combi- 
nation by persons having for its object or effect the controlling 
of the prices of any professional services, any products of the 
soil, or of any article of manufacture or commerce, or the cost 
of exchange or transportation.” 

Maryland fixes a maximum charge for telephone service 
between cities or towns. South Carolina establishes rates of 
passenger fare on the railroads of the State (first-class, 3} 
cents a mile; second-class, 2? cents). Kentucky requires 
every railroad company in the State to run at least one pas- 
senger train each way the length of its line every day in the 
year, Sundays excepted. 

The municipal ownership of water-works, electric light, and 
gas plants is provided for in South Carolina; and in Kentucky 
the movement for free turnpike and gravel roads has been 
advanced by the passage of a law permitting counties to bond 
themselves for this purpose by a two-thirds vote. 


Wun B. SHaw. 
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NOTES AND MEMORANDA. 


SOME RECENT BOOKS ON LOCAL TAXATION.* 


The reform of local taxation is fast coming to the forefront 
of political discussion in Europe. In almost every country the 
scientific writers on finance are attempting to clear the way 
for intelligent popular discussion. Among the many recent 
works, those mentioned below deserve attention on this side 
of the Atlantic. 

The name of Professor Neumann of the University of 
Tubingen is familiar to all students of finance. For over 
twenty years he has been in the van of the fight for fiscal 
reform in Germany, and through his keen investigations has 
contributed not a little to the unravelling of many knotty 
problems. In the works here reviewed he deals with some of - 
the practical points now under discussion in Saxony and 
Wiirtemberg; but in each case he treats the subject, in part, 
at least, from a more general point of view, so that what he 
has to say is of value even to those not especially interested 
in the technical details of the German reforms. In the work 
on The Reform of Local Taxation in Germany he approaches 
his subject by endeavoring to point out how local finance may 
be affected by a possible alteration in state and national 
finance. The imperial taxes, he thinks, must remain indirect 
(in which category, however, he still includes the inheritance 





* Zur Gemeindest reform in Deutschland, mit besonderer Beziehung auf 
Sdchsische Verhiilini Von Fr. J. Neumann. Tiibingen: Laupp, 1895. 8vo, 
pp. 313. 

Die persinlichen Steuern vom Einkommen verbunden mit Ertrags- oder mit 
Vermigenssteuern, mit b derer Beztehung auf Wiirtembergische Verhiltnisse. 
Von Fr. J. Neumann. Tiibingen: Laupp, 1896. 8vo, pp. 281. 

La Riforma det Tributi Locali. Da Giulio Alessio. Bologna: Garagnani, 
1896. 8vo. pp. 97. 

1 Contributi Speciali per 4 Lavori di Migliora. Studio di Finanza. Da Ric- 
cardo Dalla Volta. Firenze: Bocca, 1896. pp. 68. 

The History of Local Rates in England, Five Lectures. By Edwin Cannan. 
London, New York: Longmans, Green & Co., 1896. pp. 140. 
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tax); and, in so far as the imperial taxes are unjust, with but 
little likelihood of change, it becomes the duty of the separate 
commonwealths to alter their systems. Here theory points out 
the distinction between local and state finance: in the former 
more stress must be laid on the doctrine of benefits, in the 
latter on that of equal sacrifice. This would mean an ap- 
proach to the Prussian system —a state income tax, a local 
system of special assessments, with a real-property tax, sup- 
plemented perhaps by other taxes. What these other taxes 
should be is the question which chiefly engages the attention 
of the author. As a source of local revenue, a general income 
tax seems unsuitable, for many reasons, as does also a special 
tax on personal property. The ends of justice can best be 
subserved by a business tax akin to the Prussian, but supple- 
mented by a tax on the “unearned increment” of real estate 
and by a special tax on large factories and establishments em- 
ploying many laborers. 

In his other work on Personal Taxes on Income Com- 
bined with Taxes on Product or Property Taxes, Professor 
Neumann discusses the reform of the Wirtemberg tax system 
as a preliminary to a change in the local system. He reverts 
to the topic already so abundantly discussed in Germany,— a 
comparison of the merits of personal taxes on income and 
property on the one hand, and of the real taxes or taxes on 
product on the other; and, while leaning to the Prussian re- 
forms in general, he advocates for the moment a state tax on 
income and a system of local taxes on product. 

Each of these works supplements the other. Each is 
acutely written, and considerably increases our knowledge 
of the relative merits of certain classes of revenues. The 
one criticism which the present writer cannot refrain from 
urging is that in neither book is the distinction adequately 
thought out between the province of the faculty principle 
and that of the benefit principle in finance. The state- 
ment that local taxation must be guided by the latter, and 
state taxation by the former, is too simple a solution of an 
intricate problem; and while Professor Neumann’s practical 
conclusions are generally of value, his theoretical premises are 
not always satisfactory. 
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Much the same class of problems is discussed in the two 
Italian works whose titles are given above. There is only 
this difference, that Italy still lags far behind Germany in her 
fiscal system; so that much that appears new to the Italians is 
an old story to the Germans. Professor Alessio, in his in- 
teresting monograph, The Reform of Local Taxation, makes 
a strong plea for the abolition of the indirect taxes which 
still yield so large a part of the Italian local revenues, and 
demands a separation between state and local finance in re- 
spect to the source of direct taxes proper. The real estate 
tax is to be retained by the communes and supplemented by 
other taxes on product, while the more personal taxes on 
income, and even on property, are to go to the state. Profes- 
sor Dalla Volta, on the other hand, in his essay on Special 
Assessments for Betterments, calls attention to a field hitherto 
almost entirely neglected in Italy, and bases his discussion 
largely on American precedent and material. 

Mr. Cannan, in his History of Local Rates in England, has 
accomplished a difficult task with remarkable success. Al- 
though it does not pretend to be more than a sketch of the 
history of local taxation, the little book is welcome as being 
the pioneer work on the topic. Heretofore, writers on local 
taxation have almost universally begun with the poor rate of 
1601, and have not been very lucid at that. Mr. Cannan 
takes us back to the non-statutory rates before the sixteenth 
century, as well as to earlier miscellaneous statutory rates; 
and he succeeds in giving a readable and interesting account 
of the continuity in the development. He also lays much 
stress on a comparison of the ability and the benefit princi- 
ples. But here, again, although we are grateful for the facts, 
it may be queried whether Mr. Cannan has always correctly 
interpreted them. He shows us, indeed, that the accepted 
view in the fourteenth and fifteenth centuries was that every 
one should pay according to his “ability or substance ” (p. 22) ; 
and he gives usaclear picture of the process by which the 
test of ability was shifted from general substance to real prop- 
erty. It is pointed out that the benefit theory was applied 
only in a few cases, which are proper precedents for the mod- 
ern “betterment charge” (pp. 47, 50). He shows, also, how 
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the same process of transition from “general substance” to 
realty took place in the poor rate, which started out as a 
“general ability” tax. But in treating of “benefit rates,” or 
what we nowadays call betterment charges or special assess- 
ments, Mr. Cannan is not careful to distinguish between 
jurisdictional benefit and special or individual benefit. The 
Sewers Acts, for instance, one of which he quotes on page 
112, speak commonly only of a jurisdictional benefit, the 
charge not being in proportion to the amount of individual 
benefit. It is indeed true that we find in English local finance 
several minor examples of benefit rates; but Mr. Cannan fails 
to distinguish in theory between taxes proper and these bet- 
terment charges. The result is confusing. And when he 
tells us at the end (p. 185) that the present system of local 
finance is much more in accordance with the principle of 
taxation according to benefit, he forgets what he has said in 
another place: namely, that the possession of real estate has 
come to be considered a partial test of ability itself. Until 
the distinction in theory between a tax proper and a better- 
ment charge or special assessment is clearly grasped, it will 
be impossible either to understand the present position of 
local finance or to make adequate proposals for reform. 

Among the minor defects in Mr. Cannan’s volume may be 
mentioned the statement (p. 114) that the origin of the land 
tax is to be found in the “monthly assessments” of the com- 
monwealth. In reality, the monthly assessment itself was 
nothing but a survival, or rather a re-introduction, of the 
earlier property taxes. Finally, Mr. Cannan’s explanation of 
the supposed difference between a rate and a tax (p. 4), mean- 
ing by the latter what we call a percentage tax and by the 
former an apportioned tax, is altogether fanciful. 


Epwin R. A. SELicmaAn. 
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THE AGRICULTURAL CHANGES OF THE 
FIFTEENTH CENTURY. 


In the early sixteenth century an agrarian revolution was in 
progress in England, which substituted pasturage for tillage, 
and ultimately did away with most of the communal features 
of the old manorial economy. The general course of this 
revolution is well understood; but the time when it began 
and the course of its development in different parts of the 
country are still mooted points, on which additional evidence 
is welcome. The laws and the literature of the late fifteenth 
and of the sixteenth century give many indications of the 
changes that were taking place, and have been much used as 
sources for the history of the period. Another source, of 
great value, has hitherto, apparently, not received the atten- 
tion it deserves. 

This source is the land transfers of the period,— the records © 
of “final concords ” known as “ feet of fines.” Final concords 
may be roughly described as agreements come to by parties 
in a fictitious suit, and usually resulting in a conveyance of 
some form of real property. The suits were tried in the 
Court of Common Pleas. Indentures containing a description 
of the alienated property were given to each of the parties 
to the suit; and “chirographs,” known as feet of fines, of 
which the indentures were transcripts, were kept in the royal 
treasury. Feet of fines are important as sources for agrarian 
history, because they distinguish between pasture, meadow, 
arable, and waste, and give the acreage of each. A series of 
feet of fines extending over a considerable period might there- 
fore be expected to reflect such agricultural changes as altered 
the relative proportion of the different employments of land. 
Except for the twelfth and thirteenth centuries, few feet of 
fines have been printed. But English abstracts of Stafford- 
shire fines from 1195 to 1589 have been published by the Will- 
iam Salt Archeological Society, and supply materials from 
which some of the stages of agricultural development in this 
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county from 1327 to 1587 may be traced.* The attempt to 
trace this development is of especial interest, because the ex- 
tent to which Staffordshire was affected by the agrarian revo- 
lution has hitherto remained obscure.t 

Before considering in detail the evidence of these records, 
let us look at some of the general features that mark a differ- 
ence between Staffordshire fines of the sixteenth and those of 
the fourteenth century. Perhaps the most obvious difference 
is the following. In the sixteenth century each fine conveys, 
as a rule, three or four kinds of land. Moreover, in the 
latter half of the century the total area of pasture alienated is 
about equal to that of arable; the moorland alienated stands’ 
to arable in the ratio of 3 to 4; and both meadow and wood 
are in nearly the same proportion to arable,— roughly, 1 to 3. 
The fines of the fourteenth century, on the contrary, record in 
the larger number of instances the transfer of arable only; 
and the total acreage of arable far exceeds that of any other 
kind ofland. To understand the significance of this change, 
the nature of the land alienated by these fines must be kept in 
mind. Final concords concerned freehold only, either manors 
or freehold tenements within manors. Now, up to the six- 
teenth century the fines, as printed, give the acreage of tene- 
ments only, not of manors. In the sixteenth century the 
great majority of the fines still relate to tenements. It is not 
always clear whether the area of manors is stated or not; but, 
as a matter of fact, the inclusion or omission of the doubtful 
cases does not materially alter the proportions of arable land 
to other land. As the alienations, on the face of them, con- 
cern whole tenements, the difference indicated by a com- 
parison of the fines of the sixteenth with those of the four- 
teenth century is a difference in the relative extent of the 
various kinds of land that constituted an average freehold 
tenement. 

The communal unenclosed meadow, pasture, and waste were 
the property of the lord of the manor. In this communal land 
the freehold tenant would ordinarily enjoy certain rights; but 

*The fines beginning with 1327, which are alone made use of in this paper, 
will be found in Collections for a History of Staffordshire, vols. xi,-xv. (1890- 


1894), 
t Ashley, Zoonomic History, vol. ii. p. 288. 
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of these rights, as a rule, no mention is made in the early fines. 
The small amounts of meadow, pasture, and waste that appear 
occasionally in the fines of the fourteenth century would seem 
to be parcels of enclosed land held in severalty ; and the change 
in the relative extent of the various kinds of land would seem 
to reflect the increase of enclosed and separate land. 

Besides the difference already mentioned between the fines 
of the sixteenth and those of the fourteenth century, the in- 
creased prominence, in the later period, of grants of common 
of pasture, may also be worth noting. Up to 1527 only three 
such grants occur. After this date they become increasingly 
frequent. Thus in the decade 1577-86 they are about one- 
sixth as numerous as transfers of pasture land. In some cases 
the grants are of right to “common of pasture,” or “common 
of pasture for all beasts,” without further limitation. Some- 
times the right is restricted to a certain number of sheep or 
other beasts, or to a certain area,—usually of “furze and 
heath.” The grant of “common of pasture” is usually appur- 
tenant to a tenement; rarely, “in gross.” Doubtless sheep- 
breeding gave a new value to the freeholder’s rights of 
common. 

Let us now examine in more detail the evidence for agrarian 
chauges whose general bearing has already been looked at, 
considering separately each kind of land. 

1. In the fourteenth century, as has already been said, there 
are comparatively few instances in which pasture in severalty 
formed part of a freeholder’s landed property ; and, when he 
did hold pasture in severalty, it was only in small amounts. 
Thus up to 1401 the area of pasture alienated by a single fine 
in no instance exceeds 40 acres. It is usually less than 10 
acres. 

The number of fines of the fifteenth century is very small. 
Of the twelve transfers of pasture occurring between 1401 and 
1437, however, three are of larger amounts than are met with 
earlier. Thus, in 1401, 200 acres of pasture are alienated ; in 
1420, 140 acres; and, in 1427, 60 acres. 

But it is not till we reach the twenty years between 1437 
and 1457 that the change becomes wholly unmistakable. From 
this time on, pasture land is held in severalty much more fre- 
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quently than before, and the area of the pasture usually held 
by the individual freeholder greatly exceeds his average hold- 
ing in earlier times. 

The steps of this development are very roughly indicated by 
the following figures, derived from the feet of fines, and show- 
ing the proportion of pasture to arable, the number of trans- 
fers of each kind of land on which the proportions are based, 
and the total acreage transferred : — 





Acres* of Number of transfers. Acreage.* 


pasture per ee 
1,000 acres 
of arable. Pasture. Arable. Pasture. Arable. 








4,212 
3,256 
2,438 
1,554 


5 
8 
8 
4 
5 
3 
3 
7 


























A table based upon a larger number of cases would doubt- 
less afford a clearer and more satisfactory picture of the 


*A virgate is reckoned as 30 acres, a carucate as 120 acres.— Staffordshire land 
in “ Fines of Mixed C: ties” is included up to 1537, but not later. 

tAn exceptional transfer of 200 acres of pasture causes this sudden change 
in the proportion. Excluding this exceptional case, pasture stands to arable in 
the ratio of 27 to 1,000. 

+ For this and the seven following decades the fines are too few to give, for 
single decades, a significant average. During this period, therefore, the fines 
of two decades are taken together. 
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course of development. In the early period, for which there 
are few fines, a single holding of unusual size may cause the 
average to deviate largely from the normal. In the last few 
decades, when the fines are numerous, the deviation seems to 
be much less. 

2. In the fourteenth century, meadow seems to have been 
held in severalty more frequently than pasture. The fines in- 
dicate that, approximately, from two to three times as much 
meadow as pasture was thus held. No marked change occurs 
in the proportion of meadow to arable before the beginning of 
the sixteenth century. About this time it greatly increases, 
and from about 1540 stands to arable in the ratio of 1 to 3. 

8. In the fourteenth century woodland seems to have been 
held in severalty about as often as pasture. After 1527 it 
appears with considerable regularity as part of a freehold ten- 
ement. The area of the woodland mentioned in the fines of 
the sixteenth century does not differ widely from that of 
meadow. 

4, The greater prominence of moorland noticeable after 
1517 becomes unmistakable after 1547. From this time to 
1587 the area of moorland is about three-fourths that of arable. 
Before 1517 it appears less frequently in the fines than any 
other kind of land. 

From an examination of the fines, then, it is clear that 
sheep-raising was introduced into Staffordshire by the middle 
of the fifteenth century, and that it was prosecuted to such an 
extent that as large a part of the land of freehold tenants was 
used for pasturage as for tillage. On the interesting question 
of the origin of the new pasture land the fines throw no light. 

The fines do, however, reflect to a certain extent a change 
that was going on in the personnel of the freeholding class. 
For in the fines of the sixteenth century, along with “knight” 
and “ gentleman,” there occasionally appear the titles “citizen 
of London” or “mercer,” used to designate the status of the 
parties to the suit. It must be said, indeed, that, in compari- 
son with the former, these latter titles occur but rarely. 

Yet we have evidence additional to that afforded by the 
fines that in this as in other counties merchants were becom- 
ing land-owners. For in the first year of Elizabeth the sur- 
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veyor of Tutbury Honour inserted in his survey the following 
complaint: “Such was the wisedome and policy of our an- 
cestors to divorce the merchants and handicraftesmen from 
the husbands and tythemen, that none of them shold favor 
of the others gaine; and by this meanes...the country 
[was] replenished with gentlemen and husbands, which now 
are inhabited with merchants and men of occupations; soe 
that noe man is contented with his owne estate, which hath 
brought all things to such extremity as they have bin of 
many yeares befor.” * 

Frances Garpiner Davenport. 
RADCLIFFE COLLEGE. 


As this number goes to press, news comes of the sudden 
death of Francis A. Walker, whose services to economic thought 
in the English-speaking world have been such as to give him 
a place of pre-eminence among American writers, and an in- 
ternational position in the first rank. His stimulating and 
freshening influence on economic thought came at a time when 
stimulus and freshness were above all needed; and the debt 
which the present generation owes him is great and perma- 
nent. His vigorous and independent mind led him to large 
generalizations and bold conclusions, as to whose final embodi- 
ment in accepted economic doctrine it would be rash now to 
predict. But adherents and critics alike will admit the power 
of his influence, the breezy vigor of his arguments, the generos- 
ity of his welcome to new thoughts and new men, the spell of 
his personality. To this Journal he was a frequent and ever 
welcome contributor, doing his share without stint towards 
the advancement of truth; and for the editors the ties of per- 
sonal friendship, of constant courtesy, of unfailing kindness, 
make his death a loss in every sense. 


*Shaw, History and Antiquities of Staffordshire, p. 45. 
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Amone the publications of the quarter we note the con- 
tinuation or completion of several larger undertakings of 
importance to economists. The Dictionary of Political 
Economy, edited by Mr. R. H. Inglis Palgrave, completes its 
second volume, covering the letters F-M, and maintains its 
high quality. The third volume of Mr. Herbert Spencer’s 
Principles of Sociology completes the discussion of that 
subject, and at the same time brings to a close the entire 
system of synthetic philosophy. Part of the matter in this 
volume had already appeared, in book form or in periodicals ; 
but much that is fresh is added, and its publication in any 
case marks the completion of an intellectual undertaking 
rarely equalled. Mr. Booth publishes the eighth volume on 
the Life and Labour of London; and Professor Pareto the 
second and concluding volume of his general course on politi- 
cal economy. 

Among foreign publications, the successive parts of the . 
fourth edition of Schénberg’s Handbuch are rapidly appear- 
ing; and Messrs. Hugo and Stegmann have completed 
their encyclopedic Handbuch on socialism. Dr. Stamm- 
hammer offers an imposing Bibliographie der Social-Politik, 
which supplements the bibliography of socialism published by 
him in 1893. We note also Kaufmann’s bulky and exhaustive 
volumes on the railway policy of France, significant as an en- 
deavor by a German author to consider sympathetically a pol- 
icy radically different from that in vogue in his own country. 
Two Italian writers offer important volumes on public finance : 
Professor Graziani a set of general Jstituzioni on the subject 
at large, and Signor Masé-Dari a thorough inquiry on progres- 
sive taxation. 





Messrs. Lonemans, GREEN & Co. announce an American 
Citizen Series, under the editorship of Professor Hart of 
Harvard University, in which will appear several volumes on 
economic subjects. Professor Dewey, of the Massachusetts 
Institute of Technology, will prepare a Financial History of 
the United States; Professor Seligman, of Columbia Univer- 





egy rteee —-w 


a 































I EA 





212 QUARTERLY JOURNAL OF ECONOMICS 


sity, the Hlements of Political Hconomy ; and Commissioner 
Wright, of the Federal Department of Labor, an Outline of 
Practical Sociology. 





Tuer International Association for Comparative Jurispru- 
dence and Political Economy at Berlin offers a prize of 1,600 
marks for the best essay giving “a comparative survey of the 
principles which prevail in the colonies of the more important 
countries as to the acquisition and colonization of land by 
settlers, and of the economic results of such principles.” 
Essays may be in German, French, or English, and must be 
handed in by April 1, 1898. They are to be judged by a long 
list of scholars from various countries, among whom we note 
Mr. James Bryce for England and Professor W. J. Ashley for 
the United States. Further particulars as to the conditions 
of competition can be learned from Professor Ashley (Harvard 
University, Cambridge, Mass.). 





In a careful pamphlet by Dr. Kramar of the Austrian Reichs- 
tag,* some important details are given of the plan now under 
discussion in Russia for the resumption of specie payments on 
a gold basis; a plan of special interest to Austrians, not only 
because of their close commercial relations with Russia, but 
because the Russian scheme for resumption proceeds on essen- 
tially the same lines as that now being carried out in their 
own country. 

Russia, like Austria, has a paper currency, which, while long 
inconvertible (there has been no pretence of specie payments 
since the Crimean War), has rested nominally on a bimetallic 
basis. In the efforts for resumption made, with some tem- 
porary success, shortly before the Crimean War, the paper 
money had been declared payable either in gold or silver; the 
coinage ratio between the metals being then 15.45 to 1, and 
being fixed later, in 1885, at 15} to 1. The circumstance that 
the paper was thus, under the letter of the law, payable in 


* Die Russische Valuta-Reform. Von Dr. Karel Kramar. Vienna: published 
by Die Zeit. 
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either metal, now is to become the ground for redeeming it, 
not in gold coin of the weight formerly established, such as 
have been in fact struck of late years, but in new gold coin 
of less weight. These pieces, while thus shorn, are yet of 
greater value than the old silver coin which, under a literal 
fulfilment of its promises to pay, the Russian government 
might insist on its creditors’ accepting. The weight of the 
new gold pieces is so fixed that, practically, the paper money 
will be redeemed, not at par, but at its current value. Of late 
years the paper ruble has been worth, in gold of the old 
standard, about two-thirds of its face. The new gold coin 
(10 ruble piece) is to contain 7.74232 grams of fine gold, or 
exactly two-thirds of the fine content of the gold imperials 
which have been heretofore reckoned as ten-ruble pieces. 
The new ruble is thus equal to 51.4 cents in American money. 
But all engagements, including those of the government, made 
specifically in terms of gold before resumption, are to be 
settled by paying one and one-half rubles of the new coinage . 
where one gold ruble had been specified. The gold standard 
is thus to be introduced by redeeming the paper at its present 
value in that metal, while a convenient mode of adjustment 
is provided for existing gold contracts. 

Silver rubles are also to be coined, and with the same 
content as in former times; é.¢, at a ratio of 22.75 with 
the new gold coins. But they are to be strictly subsidiary 
coin, with legal tender force only up to fifty rubles. No 
limitation of the quantity of silver to be thus coined has been 
stated,— a serious defect in the scheme as it stands. 

The paper money becomes hereafter bank paper; no govern- 
ment paper is to remain in use. The total of 1,121 millions of 
government paper is replaced by bank issues. The govern- 
ment turns over to the Bank of Russia, which has the sole 
right of issue, 750 millions of (new) gold rubles. For the rest 
of the government notes which the bank assumes, the govern- 
ment remains indebted to it, but without interest. The bank 
is to be required in future to keep a gold reserve of at least 
one-half of its issues so long as these do not exceed 800 mill- 
ions. If they exceed that sum, it must hold ruble for ruble 
beyond the maximum uncovered allowance of 400 millions. 
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Such are the main features of the bill submitted to the 
legislature in the summer of 1896 by M. de Witte, the Russian 
minister of finance. Ministerial projects signify more in 
Russia than elsewhere, and it may be expected that before 
long some such scheme of resumption will be put in effect. 
With the great stock of gold which has been slowly but 
steadily accumulated of late years, with a budget no longer in 
hopeless arrears, with the balance of international payments 
rather towards the country than away from it, with no attempt 
at contraction and with a virtual acceptance of the existing 
depreciation,— the plan may bring Russia at an early date 
definitively within the ranks of the gold standard countries. 





THERE has been some little discussion of late as to the 
existence and character of journeymen’s associations in Eng- 
land in the later Middle Ages and the sixteenth century 
(Cunningham, Zinglish Industry and Commerce, ii. 396; 3d 
ed., ii. 443; Ashley, Hconomic History, § 35; Webb, Trade 
Unionism, 2 seq.; Brentano, in Braun’s Archiv fiir soziale 
Gesetagebung, viii. 95). The total number, indeed, of such 
organizations, for which evidence has hitherto been adduced, 
reaches only fifteen; and, of these, eleven were in London. 
But it is vrobable that the investigation of town archives will 
reveal many more; and meanwhile even the county histories 
may possibly be made to furnish a little additional material, 
which it will be worth while to render more accessible. 

In Old and New Sarum or Salisbury, by Robert Benson 
and Henry Hatcher, forming the sixth volume of The History 
of Modern Wiltshire by Sir Richard Colt Hoare, Bart. (Lon- 
don, 1848), occurs (p. 114) the following passage concerning a 
“convocation” in Salisbury in February, 1420. I am en- 
debted for the reference to my colleague, Professor Gross : — 


The meeting is stated to have been held to devise a remedy in certain 
urgent affairs concerning the city. All the members of the municipal 
government, and many of those admitted as fellow-citizens, appear 
to have been present, as the list of names amounts to ninety-six, exclu- 
sive of Henry Man, the Mayor. Afterwards follow the names of the four 
stewards of the weavers; next of the masters, amounting to eighty-one; 
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and finally of the four stewards of the journeymen, and of the journey- 
men themselves, amounting to two hundred and seven. A list is then 
given of the master fullers, beginning with two stewards, and contain- 
ing the names of sixty-one individuals; and at the end, the two stewards 
of the journeymen, and about thirty-one of their body. 

Four regulations relative to cloth are next introduced, two of which 
only are legible. These are subjoined :— 

**No citizen or workman, resident, nor any other not of the art, shall 
make any cloth, or striped cloth, or motley, or any part thereof, to carry 
to any fair or market, or any place whatever out of the city, to be sold, 
except to the fair of St. Edward, which occurs once a year.”’ 

The commencement of the other paragraph is partly obliterated. The 
part which is legible prohibits ‘‘ any one as above described from selling 
any striped or motley cloth, or any part thereof, to any person out of the 
city, under a penalty of the forfeiture of the cloth, and the sum of 
twenty pounds to the common profit of the city for each offence.’’ 

The whole record of the transaction is written in a peculiar and promi- 
nent character, and each page is attested by the signature of the mayor. 


There seems to be no further information in the volume as 
to these organizations: to judge from the low place soon after- 
ward occupied by the Weavers among the craft companies of 
Salisbury, that particular body must have rapidly declined in 
importance. Attention may, however, be called to a phrase 
in the Ordinances (p. 193) of the Fraternity of St. John the 
Baptist of Tailors (apparently about 1461), which, though it 
does not. hint at a journeyman’s association in that trade, has 
possibly a bearing on the general subject. It is found in a 
clause providing for the presence at the annual feast on St. 
John’s Day of “such of our servants called jornemen, as be 
wythen our said craft.” 

It appears also from Mr. Green’s recent Town Life in the 
Fifteenth Century (ii. 208), that the gild of St. George of 
Coventry, of which we already knew from Dugdale, consisted 
of the “ young men, serving men of the tailors, and other artifi- 
cers, and laborers working by the day called journeymen” ; 
so that it may be fairly added to the number. . 

The addition of the two Salisbury cases (weavers and 
fullers) and the one Coventry case (tailors) brings the total 
number of collected instances of journeymen’s associations to 
eighteen,— eleven in London and seven in other English towns, 


W. J. A, 
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sions in Denmark. Nat. Rev., 
Nov. 

SILBERMANN (J.). Die Lage der 
deutschen Handelsgehilfen und 
ihre gesetzliche Reform. Archiv 
f. Soz. Gesetzg., 9, Heft 3-4. 

SmirH (Ad.). Das Sweating System 
in England. Archiv f. Soz. Ge- 
setzg., 9, Heft 3-4. 

ToLtMAN (W. H.). Half a Century 
of Improved Housing [in New 
York]. Yale Rev., Nov. 

Wess (Sidney and Beatrice). Trade 
Union Democracy. II. Pol. Sci. 
Quarterly, Dec. 

Der Normalarbeitstag und 

die englischen Gewerkschaften. 

eg f. Soz. Gesetzg., 9, Heft 

3-4. 
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Ill. SOCIALISM. 


RicHarD (G.). Le Socialisme et 
la Science —— Paris: Alcan. 
18mo. 5 Rage 

RussE.L (B.). German Social De- 


m . Six Lectures. With 
Appen: on the Woman Ques- 
tion, by Alys Russell. London: 


Longmans. 8vo. pp.218. 3s. 6d. 
ScHMOELE (J.). Die sozial-demo- 
kratischen Gewerkschaften in 
Deutschland seit Erlass des Social- 
istengesetzes. Erster, vorbereit- 


ender Teil. Jena: Fischer. 8vo. 
4.50 m. 

Strt@man (C.). and Hugo (C.). 
Handbuch des Socialismus. 13 
and 14 [Schluss-] Lief. Ziirich: 
Verlags Magazin. 8vo. pp. 114. 
The set: 12 m. 

Wrixon (Sir H.). Socialism: Notes 
on a Political Tour. New York 
and London: Macmillan. 8vo. pp. 
342. $3. 


IV. LAND. 


ALLARD (A.). La Crise Agricole. 
apes didactique de ses Origines 
Monétaires. ruxeiles: go 
Belge de Librairie. 8vo. Bf 

PowEL. (B. H. Baden-). e Ind- 
ian Vill Community. New 
York B — Longmans. 
8vo. 472. 

Tmomae | L.), a Welsh 
Land Commission. The Welsh 
Land Commission: A Digest of 
its Report. London. 8vo. 4s. 

WEINSCHENK (F.). Das Volksver- 
mégen mit besonderer Beriick- 
sichtigung der Stellung von Grund 


und Boden darin. Jena: Fischer. 
2.40m. [Announced. ] 


In Periodicals. 


EMERICK (C. F.). Agricultural Dis- 
content. II. Pol. Sci. Quarterly, 


Dec. 

Henry (R.). Le Socialisme Agraire 
et la prétendue Concentration de 
la Propriété Rurale en France. 
Ann. de I’Ecole Libre, Sept. 

Priue (A.). Zur Frage der Ge- 
treide-Preisbildung in Deutsch- 
land. Zeitschr. Ges. Staatsw., 52, 
Heft 4. 


V. POPULATION, EMIGRATION, AND COLONIES. 


ZIMMERMANN (A.). Die Kolonial- 
politik Portugals und Spaniens 
von der — ' wy bis zur Gegen- 
wart. of Die europai- 
schen Kolonien.] Berlin: Mittler 
& Sohn. 8vo. pp. 531. 10m. 


In Periodicals. 


Hart (H. H.). Immigration and 
— Amer. Journ. of Sociol., 
ov. 


VI. TRANSPORTATION AND EXCHANGE. 


KauFMAnn (R. v. Die Eisen- 
bahnpolitik chs. Band 
L: einer, geschichtlicher 
Theil. aI: Specieller Theil. 


Stuttgart: J. G. Cotta. 8vo. pp. 
24 m. 


488, 831. 
PENDLETON (J.). Our Railways: 


their Origin, Development, Inci- 

















dent, and Romance. London: 
Cassell. 2 vols. pp. 1,160. 12s. 
In Periodicals. 


KraErR (A. N.). The Shipping 
Trade between the United States 
and United Kingdom. Journ. of 
Polit. Econ., Dec. 


VIL. 


Branpt (A.).  Beitrige zur Ge- 
schichte der franzésischen Han- 
delspolitik von Colbert bis zur 
Gegenwart. Leipzig: Duncker & 
Humblot. 8vo. pp. 246. 5m. 

Gow (W.). British Imperial Cus- 
toms Union. London: Douglas. 
8vo. pp. 44. 1s. 

PEART-RoBINSON (W.). The Cus- 
toms Unions Question. London : 
Kegan Paul. 8vo. pp. 64. 1s. 

WERNICKE (J.). System der Na- 
tionalen Schutzzollpolitik. Na- 
tionale Handels- [besonders Ge- 
treide-] Kolonial-, Wahrungs-, 


VItT 


ConsULAR REPORTS on Money and 
Prices in Foreign Countries. Spe- 
cial Reports on the Currency Sys- 
tems of Various Nations. Issued 
from the Bureau of Statistics, De- 
partment of State. Washington: 
Government Printing Office. 8vo. 


pp. 274. 
Easton (H. T.). Banks and Bank- 


ing. London: E. Wilson. §8vo. 
pp. 228. 33. 6d. 

Epa@cumBeE (R. P.). Popular Falla- 
cies regarding Bimetallism. Lon- 


don: Macmillan. 8vo. pp. 168. 


8s. 6d. 

Gusss (H. C.). A Bimetallic Primer. 
London: E. Wilson. 8vo. pp. 
120. 1s. 

KanrTorowicz (F.). Rubelkurs und 

Eine 


Jena: Fischer. 


russische Getreideausfubr. 
Wihrungsstudie. 
8vo. 3m. 





RECENT PUBLICATIONS UPON ECONOMICS 





219 


TUNELL (G. G.). Lake Transpor- 
tation and the Iron ore Industry. 
Journ. of Polit. Econ., Dec. 

UNSIGNED. Fiinfzig Jahre preus- 
sisch-deutscher Eisenbahnpolitik. 
Deutsche Rundschau, Dec. 


INTERNATIONAL TRADE AND CUSTOMS TARIFFS. 


Geld-, und Arbeiterschutzpolitik. 
340. 


Jena: Fischer. 8vo. pp. 
6 m. 
In Periodicals. 
Morrnari (G.). L’Union Dou- 
aniére de!’ Europe Centrale. Journ. 
des Econ., Nov. 
RATHGEN (K.). Ueber den Plan 
eines britischen Zollvereins. 


Preuss Jahrb., Dec. 

Winston (A. P.). The Tariff and 
the Constitution. Journ. of Polit. 
Econ., Dec. 


MONEY, BANKING, CREDIT, AND PRICES. 


Matern: (J.). Um Milliarden! 
Das internationale Wihrungs- und 
Geldsystem der Zukunft. Leipzig: 
Rossberg. 8vo. pp. 426. 6m. 


In Periodicals. 


Franoois (G.). Notes et Statis- 
tiques sur la Question Monétaire 
[suite et fin]. Rev. d’Econ. Pol., 
Sept., Oct. 

JuGLAR (Clément). Influence des 
Crises Commerciales sur 1’Etat 
Economique. Journ. Soc. Statis- 
tique de Paris, July, Sept. 

Powers (L. G.). Gold and the 
Prices of the Products of the 
Farm. Yale Rev., Nov. 

RaFFALOVICH (A.). Histoire du 
Roublecrédit [with statistical ta- 
bles]. Journ. Soc. Statistique de 
Paris, Oct. 
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IX. FINANCE AND TAXATION. 


BERTRAND (G.). Des Taxes Com- 
munales d’Octroi; leur Etablisse- 
ment et leur Suppression. Paris: 
Rousseau. 8vo. pp. 207. 

GRaZIANI (A.). Istituzioni di Sci- 
enza delle Finanze. Turin: Bocca. 
8vo. pp. 723. 121. 

Mas&-Dari (E.). La Imposta Pro- 

ressiva. Indagini di Storia e 
’Economia della Finanza. Turin: 
Bocca. 8vo. pp. 766. 121. 

—— (0.). i aa 
gung en grésseren europii- 
schen und deutschen Staaten. 
Berlin: C. Heymann. 8vo. pp. 
93. 2m. 


In Periodicals. 


CARVER (T. N.). The Shifting of 
Taxes. Yale Rev., Nov. 


Crow (F. R.). The St. Paul Method 
of Assessing Real Estate. Journ. 
of Polit. Econ., Dec. 

Diz ZUCKERSTEUER: Text des Ge- 
setzes, Gesetzentwurf mit Statis- 
tik, Bericht. der Reichstagkommis- 
sion. Ann. des Deutsch. Reichs, 
No. 8. 

ETIENNE (A.). Die Realbesteuer- 
ung in der Gemeinde. Zeistschr. 
Ges. Staatsw., 52, Heft 4. 

JOHANNIS (A. J. de). Sulla Finanza 
Italiana. Giorn. degli Econ., Nov. 

Tricocue (G. N.). Les Recettes 
Municipales, Comment on peut 
trouver dans leur Historique un 
———_ en Faveur de la Décen- 
tralisation. Journ. des Econ., Oct. 


X. HISTORY, BIOGRAPHY, AND DESCRIPTION. 


ALLMERS (R.). Die Unfreiheit der 
Friesen zwischen Weser und Jade. 
Eine wirtsch. hicht. Studie. 

In Miinchener Volksw. Studien. ] 
—— Cotta. 8vo. pp. 143. 
3 m. 

B6RLIN (GERHARD). Die Trans- 
portverbande und das Transport- 
recht der Schweiz im Mittelalter. 
Ziirich: Miiller. 8vo. pp. 94. 2 


fr. 

CHaArLfty (S.). Histoire du Saint- 
Simonism. Paris: Hachette. 
16mo. pp. 506. 3.50 fr. 

DuncKLEY (H.). Richard Cobden 
and the Jubilee of Free Trade. 
London: Unwin. 8vo. pp. 246. 


8s. 6d. 

FRripricHowicz (E.). Die Getreide- 
handelspolitik des Ancien Régime. 
Weimar: E. Felber. 8vo. pp. 
324. 6m. 

Grpsins (H. de B.). Industry in 
England. Historical Outlines. 
London: Methuen & Co. 8vo. 
pp. 470. 10s. 6d. 

GUIRAUD (P.). Fustel de Coulanges. 


Paris: Hachette. 18mo. pp. 278. 


HILDEBRAND (R.). Recht und Sitte 
auf den verschiedenen Kultur- 
stufen. Erster Teil. [I. Jager und 
Fischer. II. Hirten. III. Bauern 
und Grundherren.] Jena: Fischer. 
8vo. 5m. 

KINDERMANN (C.). Zur organischen 
Giiterverteilung. II. Die Glassar- 
beiter Deutschlands und der Ver. 
Staaten. Leipzig: Duncker & 
Humblot. S8vo. pp. 315. 6.80 m. 

Lupwie (T.). Der badische Bauer 
im 18. Jahrhundert [In Abhandl. 
des staatsw. Seminars zu Strass- 
burg]. Strassburg: Triibner. 8vo. 
pp. 222. 6m. 

REICHESBERG (N.). Der Beriihmte 
Statistiker Quetelet, sein Leben 
und sein Wirken. [Biogr. sketch, 


reprinted from  Zeistchr. f. 
Schweiz. Statistik. ] Bern: 
Schmid, Francke. 8vo. pp. 142. 
2.20 


m. 
SHinn (C. H.). The Story of a 
Mine [the Comstock Lode in 
Nevada].. New York: D. Apple- 
ton& Co. 12mo. pp. 279. $1.50. 
VANLAER (M.). La Fin d’un 

















Peuple: la Dépopulation de |’ Italie 
au Temps d’Auguste. Paris: 
Guillaumin. 8vo. pp. 326. 7.50 


r. 
VautTier (G.). La Hongrie Econo- 
mique. Paris: Berger-Levrault. 
8vo. pp. 486. 


In Periodicals. 


ArNnAUNE (A.). M. Léon Say, 
Ministre des Finances. Ann. de 
l’Ecole Libre, Nov. 

Breysie (K.). Die soziale Entwick- 
elung der fiihrenden Vélker Euro- 
pas in der neueren und neuesten 
Zeit. Jahrb. Gesetzg., 20, Heft 4. 

Cueysson (E.). La Monographie de 
Famille [two articles].— La Mono- 
graphie d’Atelier. La Réf. Soc., 

Nov. 1, 16, Dec. 1. 
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IssagEw (A. A., Professor in St. 
Petersburg). Gegenwart und 
Zukunft der russischen Volks- 
wirthschaft, Preuss. Jahrb., Nov., 


Dec, 

Scuorr (W. H.). A Neglected 
Chapter in the Life of Comte. 
Annals Amer. Acad. Polit. Soc. 
Sci., Nov. 

ScHULZE-GAEVERNITZ (G.). Die 
Moskauwladimirsche Baumwollin- 
dustrie [Schluss]. Jahrb. Ge- 
setzg., 20, Heft 4. 

VarceEs (W.). Zur Entstehung der 
deutschen Stadtverfassung. [Drit- 
ter — Jahrb. Nat. Oek., 12, 
Heft 4 

WILLoUGEBY (W. F.). Industrial 
Communities. V. Noo Famili- 
sttre at Guise]. Bulletin of De- 
partment of Labor, Sept. 


XI. STATISTICS. 


Boxor (G). Geschichte und Organ- 
isation der amtlichen Statistik in 
Ungarn. Buda-Pesth: Public. of 
Hungarian Statistical Bureau. 
8vo. pp. 291. 

CoMMERCIAL YEARBOOK: A Sta- 
tistical and Historical Record re- 
lating to Trade, Industries, Agri- 
culture, banking. ... Vol. I: 
1896. New York. The Journal 
of Commerce. 8vo. pp. 434. $1. 

MULHALL (M.G.). Industries and 
Wealth of Nations. London: 


Longmans. 8vo. pp. 464. 8s. 6d. 


XII. 


Ammon (0.). Die Gesellschaftsord- 
nung und ihre natiirlichen Grund- 
lagen. 2Auflage. Jena: Fischer. 
8vo. pp. 270. 3.50 m. 

BERNOULLI (Daniel). Die Grund- 
lage der modernen Werthlehre. 
Aus dem Latein. iibersetzt von 
A. Pringsheim, mit Erliuterungen. 
[In Sammlung Staatsw. Schriften, 
edited by Brentano & Leser.] 
Leipzig: Duncker & Humblot. 
8vo. pp. 60. 1.20 m. 

MENGER (Anton). The Right to 








In Periodicals. 


BéuMERT (W.). Die mittleren 
Klassen der Einkommensteuer in ~ 
einigen deutschen Grossstadten, 
1880-95. Eine statistische Studie. 
Jahrb. Gesetzg., 20, Heft 4. 

FONTAINE (A.). Dela Statistique du 
Travail. Rev. d’Econ. Pol., Nov. 

Mayo-SmitTH (R.). A Permanent 
Census Bureau. Pol. Sci. Quar- 
terly, Dec 


REPRINTS, TRANSLATIONS, AND NEW EDITIONS. 


the Whole Produce of Labor. 
Translated from the German, 
with an introduction by H. S. 
Foxwell. London: Macmillan. 
[Announced. } 

Morris (W.) and Bax (E. B.). So- 
cialism: Its Growth and Outcome. 
Second edition. London: Sonnen- 
schein. 8vo. pp. 344. 33s. 6d. 

NicHouis (Sir George). The His- 

tory of the English Poor Law. 

New edition, with a biography of 

the author by his grandson, and a 
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third volume, by T. Mackay, con- 
tinuing the a to the present 
time. London: P. S. King & Son. 
—y aes 

Nitti (F.). Population et le 
ee Social. Translated, with 
Gard * R. Worms. Paris: 

_ & Britre. 8vo. pp. 276. 


shame (A.). Théories Modernes 
sur les Origines de la Famille, de 
la Société, et de I’Etat. Trans- 
lated from the Spanish, with —_ 
ace R. Worms. Paris: 
& Briére. 8vo. Pp: 148. 4 fr. 

RatTzEL (F.). The History of Man- 
kind. Translated from the second 
German edition by A. J. Butler. 
New York: Macmillan Co. 8vo. 
pp. 510. $4. 

Ricca-SALERNO (G.). Storia delle 
Dottrine Finanziarie in Italia, col 
Raffronto delle Dottrine Forestiere 
e delle Istituzioni e Condizioni di 


XIII. NOT 
Buiock (M.). Petit Dictionnaire 
Politique et Social. Paris: Perrin 
& Cie. 8vo. 


pp. 806. 
Die deutsche Frauen- 
deren Entwickelung 
Bae Paetel. 8vo. 


Problems of Mod- 
ern ee. Political and 
Economic a New York: 
ee A Scribner’s Sons. 8vo. pp. 


335. 

KABLER ew.) Gesindewesen und 
Gesinderecht in Deutschland. [In 
Conrad’s er oo Fischer. 


8vo. pp. 239. 
Love (T.). Englands Wealth, 
Ireland’s Poverty. London: 
Downey. 8vo. pp. 240. 1s. 
Price (L. L.). nomic Science 
and Practice. Studies in Econom- 
ics and in Industrial and Social 
—— — Methuen. 


Coun (G.). 
and Ziel 


pp. 234. 
GoDKIN (E. =. 


Taos PA A.), Mw 'P. Some Notes 
the Present State of the Coal 

Trade in the United Kingdom, with 

a Proposal for the Prevention of 
Undue Competition and for main- 
Prices. London. 8vo. 5s. 
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Fatto. 2* edizione intieramente 
riffatta. [First edition, 1880, as 
memoir.] Palermo: Reber. 8vo. 
pp. 566. 101. 

ScHONBERG (G.). Handbuch der 
Politischen Oekonomie. 4 Auf- 
lage. Band Il. [Volkswirth- 
schaftslehre]. 1 Hilfte. Tiibin- 
gen: Laupp. 8vo. pp. 741. 14m. 

SopERINI (E.). Socialism and Ca- 
tholicism. Translated from the 
Italian by R. J. Shee. London: 
Longmans. Cr. 8vo. pp. 356. 6s. 

Stokes (A. P.). Joint Metallism: 
a Plan by which Gold and Silver 
together. ... may be the Basis of 
a sound Currency. Fifth edition. 


New York: G. P. Putnam’s Sons. 
8vo. pp. 255. $1. 
Strourm (R.). Le Budget. Trois- 


iéme édition revue et miseau cour- 
ant. Paris: Guillaumin. 8vo. 
pp. 654. 10 fr. 
CLASSIFIED. 
In Periodicals. 
BoRTKEWITSCH (L.v.). Die finanz- 


ielle Stellung des Reichs zur Ar- 
beiterversicherung. Jahrb. Nat. 
Oek., 12, Heft 4. 

BbRSENGESETZ. Bericht der Reichs- 
tagskommision iiber den Entwurf. 
ae des Deutsch. Reichs, Nos. 9, 


Die rechtliche 


ENDEMANN (W.). 
Jahrb. 


Behandlung der Arbeit. 
Nat. Oek., 12, Heft 5. 
Fuup. Das Reichsgesetz iiber den 
unlauteren Wettbewerb. Ann. des 

Deutsch. Reichs, No. 12. 

Heyn (E. T.). Postal Savings 
Banks. Annals Amer. Acad. Soc. 
Polit. Sci., Nov. 

MIKLACHEWSKY (Y.). Les Syndi- 
cats Industriels, d’aprés [Ou- 


vrage Russe du Professor Yan- 
choul. Rev. d’Econ. Pol., Nov. 
Porritt (E.). Recent Legislation 


in England. Yale Rev., ; 

Wiiuicox (W. F.). Productivity of 
Municipal Enterprises. Amer. 
Journ. of Sociol., Nov. 
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Assistant Professor PLATNER.] 
Omitted in 1896-97. 
7. The Era of the Reformation in Europe (1350-1563). Professor EMERTON. 
8. History of France to the Reign of Francis I. Assistant Professor Gross. 
9. a History of England to the Sixteenth Century. Assistant Professor 
ROSS. 
11. History of England during the Tudor and Stuart Periods. Mr. OZANNE. 
12. Constitutional History of England since the Reign of George II. Hadfcourse. 
Professor MACVANE. 
History of Continental Europe since the Middle of the Eighteenth Century. Half 
course. Professor MACVANE. 
ro. American History (to 1783). Mr. DuNIway. 
13. Constitutional and Political History of the United States (1783-1865). Assistant 
Professor Hart. 
[ts. History of Northern and Eastern Europe (1453-1795). Hadfcourse. Dr. COOLIDGE.] 
» Omitted in 1896-97. 7 
19. The Eastern Question. Hal/fcourse. Dr. COOLIDGE. 


PRIMARILY FOR GRADUATES. 
17. Constitutional History of Athens. Dr. BorsForp. 

(18. Constitutional History of the Roman Republic to the Social War. Dr. BorsFrorpD.] 
Omitted in 1896-97. 

22. bar Sources and Literature of English Constitutional History. Assistant Professor 

ROSS. 
[16. Federal History of Germany from the Fourteenth Century. Aalfcourse. Assist- 
ant Professor HaRtT.] 

Omitted in 1896-97. 

SEMINARY COURSES. 

(a) Church and State. Professor EMERTON. ‘ 

4) English Institutions in the Middle Ages. Assistant Professor Gross. 
¢) Recent Constitutional History. Professor MACVANE. 
(d) American History and Institutions. Assistant Professors HART and BEALE. 








